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North Fork Bank Branéh Network

o
North Fork Business Capital Corp.

O
All Points Capital Corp.

@)

GreenPoint Mortgage

o

Superior Savings

Branch Locations

Bronx 13 Brooklyn 28  Manhattan 45 Nassau 60 | Rockland 6 , Queens 51 NFB Branch Network

Staten Island 4 Suffolk 62 ! Westchester 12 Connecticut 1’ New Jersey 73

North Fork Bancorporation Westward Expansion

North Fork is a regional bank holding company
headquartered in New York conducting commercial and retail banking
from 355 branch locations in the Tri-State area

with a complementary national mortgage banking business.
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Financial Highlights

NORTH FORK BANCORPQORATION

(dollars in thousands. except per shave amounts)

For the Year Ended December 31, 2005 2004
Net Interest Income $ 1,809,881 $ 1,175,221
Provision for Loan Losses 36,000 27,189
Non-Interest Income 695,372 235,847
Securities Gains 10,139 12,656
Non-Interest Expense 1,024,849 555,802
Net Income 948,847 552,996
Earnings Per Share:

Basic S 2.03 $ 1.88

Diluted 2.0t 1.85
Weighted Average Shares Outstanding:

Basic 467,306 294,491

Diluted 472,791 299,219
Actual Shares Qutstanding 467,016 472,843
Cash Dividends $ 0.91 $ 0.84
Tangible Book Value Per Share 6.36 6.03
Actual Balance Sheet at December 31, 2005 2004
Total Assets $57,616,871 $60,667,055
Loans Held-for-Sale 4,359,267 5,775,945
Loans Held-for-Investment 33,232,236 30,453,334
Securities 11,400,187 15,587,198
Goodwill & Intangibles 6,032,207 6,029,011
Demand Deposits 7,639,231 6,738,302
Interest Bearing Deposits ) 28,977,342 28,074,126
Federal Funds Purchased & Collateralized Borrowings 9,700,621 14,593,027
Other Borrowings 1,477,364 1,506,318
Stockholders’ Equity 9,002,241 8,881,079
Financial Ratios:
Return on Average Tangible Assets 1.81% 1.82%
Return on Average Tangible Equity 31.02 33.88
Net Interest Margin 3.63 4.09
Dividend Payout Ratio 46.00 47.00
Efficiency Ratio 37.98 37.56
Risk Adjusted Capital Ratio 12.73 12,50
Leverage Capital Ratio 6.70 6.22
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Letter to Shareholders

Looking Back and Moving Forward... 2005 was noteworthy as our Company integrated the
2004 acquisitions — which tripled our size — and transformed us into a major regional bank holding
company. 2006 will be noteworthy as we highlight two seemingly contrasting concepts: expansion and
conservatism — expansion of our geographic reach to capitalize on commercial lending growth
opportunities and conservatism in our balance sheet to optimize long term franchise value.

As we move into 2006, North Fork ranks Sth among all U.S. banks in overall market share based
on total in-market deposits. This ranking is noteworthy since it demonstrates the dynamic expansion
of our retail franchise to 355 branches. It reflects our collective efforts to grow organically and
through acquisitions. It represents countless hours of relationship building, prospect calls and the
tireless efforts of our retail network, sales forces and operations staff. Our national mortgage
banking business, GreenPoint Mortgage, ranks as the 5th largest wholesale lender of residential
mortgage loans. Likewise, this ranking is noteworthy as it reflects the accomplishments of our
account executives and the support staff throughout the GreenPoint Mortgage team. Using this
network, we are well positioned to cultivate the commercial lending business in select national
markets. Both the North Fork and GreenPoint networks provide the springboard for our expansion
plans. As our markets grow and prosper, so do our customers and shareholders.

Our 2005 financial performance, given the challenging

interest rate environment, shows how we conservatively
adjust our strategy to avoid the pitfalls of undue interest rate
risk. We willingly traded short term profits to mitigate the
erosive impact of interest rate volatility. Financial highlights
include a 72% increase in net income to $948 million and
earnings per share growth to $2.01. The flat US. Treasury
yield curve combined with a highly competitive local market
to pressure our net interest margin and returns on tangible
assets and tangible equity, a balanced and focused strategic
vision enables our experienced management team to

Roshn Branch
Long Islund, New York

minimize risk in today’s complicated and uncertain economy.

We continue to make important strides in changing
the composition of our balance sheet. This transformation
is ongoing and is consistent with our economic outlook. In 2005, we significantly aitered our
loan portfolio mix: commercial and industrial loans increased to 14% and the
multifamily/commercial real estate segment increased to 36%, while the residential mortgage
component declined to 45%. These shifts reflect the growth capacity of our nonresidential lending
segments: core C&I lending, commercial real estate/multifamily, as well as our specialized lending
subsidiaries: North Fork Business Capital and All Points Capital, which are executing
nationwide strétegic initiatives. This rebalanced portfolio, combined with GreenPoint
Mortgage’s national distribution platform, gives us the ability to quickly adjust our asset

composition in response to economic and strategic developments.
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Innovation and Investment — it is our trademark to prudently evaluate and invest in tho

technological solutions that enhance our competitive edge and service to our customer

We collaborate to develop products and expand market presence. This philosophy will continy

The integration of GreenPoint Mortgage, the balance sheet reengineering project and o

ur
“westward expansion” program succeed because of the cooperative efforts of many.
ur

Straightforward and focused execution and commitment to lasting relationships with o
customers, shareholders and employees are our hallmarks. We recognize that teamwork foste
efficiency and creativity— both stimulate our growth. Our efficiency ratio of 37.98% is a testame
to the dedication of our employees and their commitment to remain vigilant in cost controls.
Our retail bank franchise is impressive in terms of market concentration and reach. Nox
Fork’s branch network spans 20 counties in New York and New Jersey and we rank in the top 1
as measured by total deposits in-market, in 15 of these counties. Most impressive are the #1 rank
Nassau and Suffolk Counties on Long Island, NY —our home market —and the #7 rank
Manhattan, our “Manhattan Project”” Although the competition has intensified, we believe o
dominant position equips us with an important advantage: our brand is recognized as one th
fosters relationship banking. A major initiative is our focus on driving commercial deposits into
former GreenPoint branches, which will spur fee income and also generate opportunities for bus
lending, We have a proven track record in attracting profitable new relationships and of deliy
excellent service that meets and exceeds customer expectations. We expect continued success an
potential to excel is considerable. As we grow, we understand that attention to detail and except
customer service are even more important to a sizable institution than its mere presence.

We remain diligent in our commitment to credit quality and will not undermine
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underwriting standards, particularly as we expand our portfolio’s reach and enter new national

markets. We continue to ensure that the risks associated with each credit decision are

appropriately priced. We quickly identify and resolve nonperforming assets as evidenced by the

77% reduction in nonperforming assets (principally attributable to the GreenPoint acquis
from the beginning of 2005. This “hands-on” approach serves us well and will continue.
Being a responsible corporate citizen, with integrity as a core value, is of fore
importance to us. We continue to invest in the requisite resources necessary to comply wi
increasingly demanding regulatory mandate. Corporate entities derive their vision from
executive management team. Our vision is not unique: to partner with our customers
employees to enhance shareholder value. What is unique, is our corporate identity that de
how we achieve this vision. We look ahead to new challenges and opportunities as

Company evolves. Thank you for partnering with us on our corporate journey.

o7 (%

John Adam Kanas
Chairman, President and Chief Executive Officer
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John Adam Kanas
Chatrman, President and
Chief Executive Officer
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Reflections & Insights: 2005 into 2006

Looking Back and Moving Forward... North Fork’s corporate journey is chronicled each
year with a financial retrospective along with our expectations for our future. From our
beginnings on the East End of Long Island, New York, we have pursued our own “‘westward
expansion.” Today, we are a regional bank holding company with 355 retail branches in the Tri-
State Area and a national mortgage business with a growing nationwide distribution platform for
our products. As market forces converged to create a challenging banking landscape in 2005, we
at North Fork employed a conservative management philosophy. Recognizing that undue interest
rate risk undermines franchise value, we implemented a prudent balance sheet strategy to assure
overall long-term success. The management team of North Fork remains committed to its
customers and shareholders for long term growth and stability.

It is often said that history repeats itself. This is as true in business as in real life. Rising
interest rates, real estate market “bubbles” and intense competition are not new. But, the success
of a company is interdependent on a multitude of factors from those that are controllable to those
that are not. Market forces combine with changes from within to create opportunities and
challenges. North Fork is recognized as a franchise with a focused, disciplined style. This

measured approach is needed to assure our position as a formidable competitor.

Kings Highway Branch
Brooklvn, New York

Corporate Infrastructure: Resources & Teamwork
Commitment. Dedication. Execution. These three words
speak volumes about our most important resource: our
employees. Without them, the integration of the 2004
mergers, which tripled the size of the Company in less than
10 months, would not have been possible. By working
together as a team, we develop and deliver innovative
products that satisfy our customers’ financial needs. In 2005,
the Company’s infrastructure continued to expand to meet
the requirements of a growing institution. The capacities of
all systems have been adjusted to accommodate for future
expansion. All retail branch network infrastructures are now
less than 24 months old.

Looking Back and Moving Forward...
o Explored and implemented areas of synergy with GreenPoint Mortgage streamlining
operations, resulting in cost savings and revenue enhancements.

- Launched a redesigned, customer friendly, informational web site: www.northforkbank.com.
Replaced phone systems in all corporate locations generating savings in excess of $1 million.
Utilizing new technologies and Check 21 legislation to create efficiencies and
increase interest income.

" Designing contingency programs and investing in recovery resources for installation in 2006,

" Expanding functionality and security measures related to Internet delivery.
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In each segment below, we look back at 2005 and provide insight into how
we are moving forward to further our “westward expansion” by deploying
resources into additional growth strategies.

Our loan product array demonstrates our ability to design tailored,
innovative lending solutions for the full business spectrum: entrepreneurs,
small businesses, middle market and large corporations. Qur goal is to increase
regional and national market penetration making us a more dynamic lending

institution through expanding relationships.

All Points Capital Corp.

In 2005, All Points Capital Corp. (APCC) executed its nationwide strategic
initiative by opening a full service origination office in Seattle, Washington, and
adding satellite marketing offices throughout the western and central United States.
APCC now operates from 17 states. In addition to expanding its established offices
located in the New York / New Jersey market, APCC opened new offices in
14 locations in 2003, across the country from coast to coast: including California,
Arizona, Colorado, Montana, Texas, Minnesota, Ohio, Missouri, Illinois, and
Massachusetts. Fueled by this geographic expansion, lease and loan originations for
2005 surged to approximately $830 million, an increase of 40% over 2004’s record
volume. Traditional business channels, including indirect equipment and vehicle

finance, also posted exceptional results with new originations of $540 million.

The transactional opportunities generated through APCC’s national municipal
leasing business and western division paid immediate dividends in 2005, with over 26th Street & Sixth Avenue Branc.
$235 million dollars of new business booked on a combined basis. , Munhattan, New York

Portfolio diversity, geographical as well as collateral and borrower profile, continued to
be APCC’s hallmark. Leveraging its national business programs, at year-end APCC’s portfolio
was comprised of approximately 40% of assets located in New York and New Jersey, 15% in
California, and the balance of the portfolio was spread throughout the continental United
States. New loan and lease financing were widely varied; in addition to so-called “hard” asset
finance transactions — including construction, printing, transportation and manufacturing
equipment for middle market companies across the country. APCC also financed various
types of essential use equipment for municipalities nationwide, including energy management
and fire safety equipment. In 2006, we will seek opportunities utilizing the expertise and
experience of our management team to expand into new industry segments that possess the
strong asset characteristics consistent with APCC’s core risk fundamentals, including
commercial marine and railcar finance. APCC’s growing national reputation in the muynicipal
lease finance industry provides it with the prospect of capturing greater market share in the

vast tax-exempt market in 2006.
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Reflections & Insights: 2005 into 2006 continued

Looking Back and Moving Forward. ..
o Approximately 5,000 new APCC transactions funded in 2005.
~ Decreased the ratio of net charge-offs to portfolio to a record low of .10%.
~ - Expanding APCC's geographic reach in 20006 through the opening of additional sales
offices in select national locations where strong opportunities for equipment lease
and loan origination exists.
- Augmenting APCC'’s menu of lease and loan products by introducing additional

variable rate options.

North Fork Business Capital Corp.
North Fork Business Capital (“NFBC”)s mission is to provide senior secured credit
facilities to middle market companies with financing needs of between $5 and $150 million.
Offerings include an asset based or structured finance loan product that is used by our
customers to support acquisitions, corporate restructuring activities or to provide working
capital. Borrowers typically include manufacturers, distributors, retailers, and select service
companies. This portfolio segment has a nationwide
target market which our Northeast, Midwest, and
Southwest regions service. Full service field offices
are located in Melville, NY and Chicago, IL with a
new Dallas, TX office slated to become full service
during 2006. Loan production offices are also
maintained in New York City and Fairfield, NJ.

Credit facilities are originated directly by NFBC,
either alone or as agent with a syndicate of other
lenders. Our first transaction was funded in

September 2004 and the portfolio has grown to more

than 70 borrowers. The average commitment is

presently $15 million. Loan exposures are well

North Fork Theatre at Westbury
Westbury, New York

diversified and there is no undue concentration in any one customer or industry segment.

Based on the rapid success of its product offerings, NFBC is expanding its geographic
footprint. Growth initiatives executed during 2005 included: establishing a strategic
marketing alliance with a financial intermediary, implementing an advertising program to
enhance marketplace name recognition, and adding specialists with excellent market
contacts to increase deal flow. We expect to derive additional benefits from these initiatives.
Employing a strategy of quality controlled growth, founded on sound credit judgment,
combined with the size of NFBC’s target market, we project strong asset and earnings

growth in 2006.
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Looking Back and Moving Forward...
"~ - Approximately $1.2 billion in total loan commitments at year end 2005.
Established a field office in Dallas, TX.
- Opening additional loan production offices in key cities and creating a strategic
partnership with an established lender in a floorplan financing product.

- Critical mass will be achieved in the core business during 2006.

Multifamily Lending

Complementing our asset size and the breadth of our branch network, our client base ha

expanded. Our leading position as a major New York real estate bank is further evidenced by
our ability to provide larger loan facilities. For the “right” client, in terms of deal size and risk,

we will originate out of state credits. Evidencing these capabilities, we have originated

number of sizeable real estate loans and have financed properties in numerous states,

including: Florida, Texas, South Carolina, Maryland, Illinois, California, Iowa, an

Pennsylvania. Although the size of our loans has increased and our geographic area has

expanded, the vast majority of our loan originations are under $235 million and in the New Yor

Metropolitan area. We expect our loan originations to continue to increase and related deposi

accounts to grow substantially as our market presence spreads. With GreenPoint, we acquire
a national Commercial Real Estate Division that specializes in loans under $2 million. Usin
GreenPoint Mortgage platform to expand our geographic reach in select markets is a

initiative for 2006. We have built our portfolio guided by two fundamental principles:

our

adherence to prudent underwriting criteria and our obsessiveness with providing impeccable

service to our clients. These trademarks are essential as the portfolio’s reach grows.

Looking Back and Moving Forward...
- Despite intense competition, the multifamily portfolio grew by 13%
and the commercial real estate portfolio grew by almost 20%.
. Projecting growth rates in 2006 of 10% for multifamily and 30%
Jor commercial real estate (NFB and GPM).
- Coordinating with GPM on the nationwide commercial real estate

origination program.

Middle Market Lending /Small Business Lending/Corporate Lending

The commercial loan product array offered reflects our ability to design tailored, innovative

lending solutions for the full spectrum of businesses — from entrepreneurs, small businesses,

middle market companies to large corporate customers. Our reputation as a premier middle

market and small business partner continues to evolve. Our quick turnaround on loan decisions,

excellent customer service, and our willingness to underwrite much larger credits has served us

well in the Tri-State area and are the catalysts that will drive portfolio expansion in 2006.

Port Richmond Branch
Staten Islund, New York



Reflections & Insights: 2005 into 2006 continued

Our Corporate Lending Department focuses exclusively on the upper middie market.
2005 was the first full year of operations and this seasoned lending group has booked over
$400 million in commitments since inception. OQur target market is the large public and private
companies located in the New York Metropolitan area and Long Island.

During 2005, the New Jersey lending group realized the cost savings contemplated and
successfully retained and expanded our customer base in the state. We now have a strategic
foothold in 10 counties covering Northern and Central New Jersey. In 2005, two additional
branches were opened and aggressive branch expansion is underway. Commercial loans and
letters of credit grew by 285% to $467 million at year end. We are encouraged by these results
and our momentum continues to build for 2006.

Lookzng Back and Moving Forward...
-7 "~ Introduced three new Small Business product lines: Grand Elite credit lines,
SBA Express Loans and Boat Loans.
- Originated a record $336 million in small business credits for 2005 — 50% more than 2004.
. Middle Market/New York grew 24% and Middle Market/NYC grew 42% in 2005.
- Doubled New Jersey’s commercial customer

base in 2005.

* Forecasting growth for Middle Market/New York
and Small Business in excess of 30%.
Pldnm'ng to introduce the Corporate Lending
model throughout our branch banking footprint.

Specialized Lending

Specialized Lending recorded several milestones in 2005,

furthering its position to post impressive increases in loans

and profitability in 2006. By upgrading our technological
infrastructure, including the introduction of automated

decision capability, we improved the turnaround time for

dealers and branches. For 20035, we processed a record

Fairfield Corporate Cenier

Fuirfield, New Jersey

level of applications and booked a record level of indirect auto loans, resulting in a meaningful
increase to our loan portfolio. Delinquency rates have been reduced to 7-year lows, We have
become a leading lender in the N'YC taxi industry; building upon this, we established a presence
in the Newark, NJ, taxi market and created a platform to enter the Chicago, IL, taxi market.

Looking Back and Moving Forward...

" Implemented Dealer Track system, which allows auto dealers to transmit indirect loan
applications via the Internet 24x7.
-~ Taxi portfolio increased by $146 million (66.7%)
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Obtained sales finance licenses to conduct indirect auto lending
in 5 additional states and identified sales personnel to jump-start
this expansion in early 2006.

- Expanding the existing indirect lending presence in Pennsylvania
and Virginia.

- Developing new indirect lending initiatives in Ohio, Illinois,

Massachusetts, North Carolina and New Hampshire.

GreenPoint Mortgage

GreenPoint Mortgage (GPM), headquartered in Novato, CA, is the 5th largest
national wholesale lender of residential mortgage loans and the 20th largest
servicer of mortgage loans in the country. We originate single-family and

commercial mortgages in 45 branch locations in 22 states throughout the

country. Our specialty is Alt-A lending, offering highly competitive mortgage

GreenPoint Mortgage headquarters

products and services that are tailored to meet the needs of consumers. We leverage state-of Noveto, California
the-art technology to create long-term relationships with mortgage brokers nationwide.

In 2003, interest rates continued to increase and mortgage industry origination volme
remained flat from 2004. However, GreenPoint outpaced the industry in loan originations
without sacrificing quality underwriting standards and customer service. Our diverse|and
innovative product mix offering — over 350 loan products to satisfy customers’ borrowing
needs — combined with exceptional sales people and continued geographic expansion, were
key factors in achieving record production volume. We invested over $5 million to
significantly upgrade servicing operations in Columbus, GA. This investment is paying off

handsomely as loan delinquency rates are lower and customer service has improved.

Looking Back and Moving Forward. ..

Achieved record production of $42.3 billion in 2005.

Opened 5 new wholesale offices in Los Angeles, Baltimore, Manhattan, Boise, Cwr aiverse emel Innevedive

and Chicago.

Awarded “First Place Runner-Up” for Best Overall Corporate University by the produe mi: combined with
International Quality and Productivity Center — based on our Training Department’s eeestions) seles people
wide-ranging catalog of instructor-led virtual classroom, and online courses, high
user rate, innovative use of technology, and the program’s impact. Gndicontintiedieeostaphia

- Launching an initiative to leverage the geographic reach of GPM s national

, (;5@;@1‘@}:)( B1E) !“):' &
distribution platform to originate commercial and commercial real estate loans. milen, wee key fciers
Our retail banking franchise is fundamental to our growth initiatives. Just as the lending
units are pursuing an expanded national distribution platform, the retail division has been produeiion valume.

growing market share within its footprint.
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“Birecrdinany Serviee™

Hunrs Point Branch
Bronx, New York

Reflections & Insights: 2005 into 2006 continued

Retail Banking

Our retail network holds a dominant position in the Tri-state market. By all measures, our
market penetration enables us to serve our customers “right where they need us.” With the
addition of 15 denovo branches, we now have 355 retail outlets. Our branch facilities are
recognized for their inherent style and are designed to assure a positive customer experience.
Commercial deposits have grown $2.6 billion in 2005 principally due to changing the deposit
mix in the former GreenPoint branches to our traditional branch model, introducing new
products and growing the New Jersey market by 58%.

To better serve our new and existing customers, we expanded our product menu and
new software and hardware has been installed. In 2005, client service continued to be our
top priority as the awareness of our brand became evident. 2006 will be a year in which
our focus on service evolves into a passion for “Extraordinary Service.”” Our business
concierge program continues to flourish as over $700 million in new deposits and

$80 million in loans were generated in 2005.

Looking Back and Moving Forward. ..
- . At December 31, 2005, the total number of accounts soared to 2.9 million
and branch deposits approximated $33.5 billion.
- Achieved a single branch milestone as deposits in one outlet reached $1 billion.

' Introduced the popular consumer “Incredible
Interest Checking Account” and “7-11 CD” and
commercial “Business Advantage Plus” products.

o Implemented special networking programs for
potential customers from “Center of Influence”
breakfasts to Business Expos.

Fostering teamwork within the branch network
and the sales force.
R Continuing to target growth in the

New Jersey market.

Electronic Banking (ATM)/
Call Center/

Internet Banking
Utilizing available alternative delivery channels, we strive to provide our customers with
high quality service. The investments we’ve made in technology, training and personnel have
paid off. 2005 was a year of record growth for the Call Center, ATM and Internet Banking
as the former GreenPoint Bank consumer segment converted to our systems. Most
importantly, we maintained the service level expected by our clients. Customer related fee

income in all categories surged in 2005, reflecting this expanded consumer oriented base.

10
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Looking Back and Moving Forward. ..
~ . Launched the transactional website www.bankonsuperiorsavings.com
including an on-line bill pay product for Superior Savings.
- - Agent & VRU call volume in 2005 nearly doubled to 1,549,000 and
8.4 million calls from 806,000 and 4.6 million respectively in 2004.
- - ATM and Debit card base grew to 660,000 cards from approximately
308,000 cards in 2004,
- ATM transaction volume (at NFB ATMs) grew to 22 million in 2005
from 12 million in 2004,
- Launched DebitPerks®, a Debit rewards program, bankwide.
-~ "~ Migrated 400 ATM machines to our internal network generating a savings of $1 million.
- Testing remote deposit capture at ATMs for deployment in 2006. It will scan
the check and count the cash and present the client with a verification screen.
R Evaluating software that will enhance the client’s VRU experience by

expediting the time it takes to conduct the call.

Cash Management/Municipal Banking

Building partnerships with our clients through cash management services is one example of

how the retail bank connects our business customers to a wide array of products. The

cash

management segment of our product lineup serves the needs of government entities, small

business, middle market and large companies.

Looking Back and Moving Forward. ..

-~ - Implemented eLock Box, a product enabling customers to make secure payments
using a third party processor.

= - Increased Municipal Deposits 34%.

-~ = Improving eLock box to include electronic invoice presentment.

B Adding Home Advantage to our World Points program so that a client can apply pq

earned to make a morigage pavment.

= = Introducing no annual fee Business Rewards and American Express Rewards cards.

North Fork Financial Advisors LLC/NFB Trust Services
To better serve our growing customer base, we expanded the menu of services to include ¢
Health Insurance, Employee Benefit Plans, Commercial Insurance and Corporate Retirs
Plans and established a new brand: North Fork Financial Advisors LLC.

Looking Back and Moving Forward. ..
" - Launching a proprietary Fixed Annuity.
= - Expanding Corporate/Municipal Trust services.

nts

Group
sment

Cutdoor advertising on Sth Avenue
Muanhattan, New York




Reflections & Insights: 2005 into 2006 continued

Community Involvement/Community Reinvestment

2005 was a year of remarkable growth for our community reinvestment programs. The year
began with the adoption of a Board approved Strategic Plan that identifies the creation of -
affordable housing opportunities as its primary mission. To implement the Plan, North Fork —

T e o {HE@E ﬁ[ﬁm@@ .
V3 565 @9 - - Developed the North Fork Affordable Mortgage, an innovative
Gudiaceomplishments

mortgage loan that addresses the hurdles of homeownership faced by

low-and moderate-income consumers by significantly reducing

@mﬂﬂﬂ monthly carrying costs. North Fork also provided homeownership
e grants to eligible low-and moderate-income homebuyers thereby
ComuimientokevinElony making homeownership more affordable.

. Established the North Fork Community Advisory Board which provides
the groundwork for building multifaceted relationships with nonprofit

tolentichicommunitiesy organizations that seek to promote affordable housing by providing

homeownership loan counseling and by developing affordable housing.

- Committed, on aggressive terms, to lend a minimum of $50 million in
construction financing to developers of affordable housing.
- Agreed to provide $10 million in financing to the New York City

Affordable Housing Acquisition Loan Fund, a new and innovative
New York City mayoral initiative designed to assist nonprofit
developers acquire properties for purposes of constructing,
rehabilitating and preserving affordable housing.

". Utilized the North Fork Community Development Corporation to
provide critical below-market financing to nonprofit entities engaged
in housing and community development activities.

. Continued to sponsor organizations seeking to obtain subsidies from the
Federal Home Loan Bank of New York for purposes of constructing
affordable rental units for low-and moderate-income families.

". Provided grant support to numerous nonprofit organizations engaged in
community development efforts.

* Extended community development activities throughout New Jersey

and began establishing partnerships with nonprofit organizations that
Second Avenue & 10th Street Branch serve low-and moderate-income individuals and communities.
Manhauan, New York . Expanded the North Fork Foundation Scholarship Program to better
serve inner-city high school students. North Fork Foundation made

$3.2 million in charitable contributions and $1 million in scholarships.

The scope of these initiatives and accomplishments demonstrate our focus and

commitment to serving our customers and deliver programs to enrich communities.




Corporate and Shareholder Information

Executive Management
John Adam Kanas
Chairman, President & Chief Executive Officer

John Bohlsen
Vice Chairman

Daniel M. Healy
Executive Vice President & Chief Financial Officer

Aurelie S. Campbell
Vice President & Corporate Secretary

Corporate Headquarters
275 Broadhollow Road
P.O. Box 8914

Melville, NY 11747-8914

Investor Relations

Shareholders seeking information about the Company may
obtain analyst presentations, press releases and government
filings from North Fork’s website www.northforkbank.com.
Additional inquiries can be directed to the Corporate
Secretary’s office, 275 Broadhollow Road, P.O. Box 8914,
Melville, New York 11747 or by calling 631-531-2041.

Dividend Services

Dividend Reinvestment Plan (DRP) — The DRP provides
shareholders with a convenient means to acquire additional
shares of stock through the re-investment of dividends
and/or making optional cash payments without a brokerage
commission or service charges. “Registered” holders may
call 1-800-317-4445 for an enrollment package. Accounts
held in “Street” name should contact their broker.

“Registered” shareholders can arrange for direct deposit of
cash dividends. Direct deposit provides a safe, timesaving

method of receiving cash dividends. “Registered” shareholders
can automatically have their dividends deposited on the date of

payment into a checking, savings, or money market account at
any financial institution providing Automated Clearing House

services by calling our Transfer Agent, Computershare
(formerly Equiserve) at 1-800-870-2340.

e

North Fork

Board of Directots
John Adam Kanas, Chairman
John Bohlsen, Vice Chairman
Josiah T. Austin
Karen M. Garrison
Daniel M. Healy
Katherine Heaviside
William M. Jackso
Thomas S. Johnson
Raymond A. Niels
Dr. Alvin N. Puryear
James F, Reeve

George H. Rowsom
Dr. Kurt R. Schmeller
A. Robert Towbin

Shareholder Account Inquiries

Shareholders who|wish to change the name, address or
ownership of their stock, consolidate accounts, eliminate
duplicate mailings or replace lost certificates or dividend
checks, should contact the Stock Registrar and Transfer

Agent at the address and phone number listed.

Stock Registrar and Transfer Agent
Computershare
P.O. Box 43069
Providence, RI 02940-3069

Private Couriers/Registered Mail:
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North Fork

IMPORTANT
NOTICE
REGARDING THE

POSTPONEMENT OF THE

ANNUAL MEETING OF STOCKHOLDERS

Please be advised that due to the proposed merger of North Fork Bancorporation, Inc. (“North

Fork”) and Capital One Financial Corporation (“Capital One”), North Fork’s Annual Meeting of

Stockholders, previously scheduled for Tuesday, April 25, 2006 has been postponed in order to allow

us to combine our An;nual Meeting with the meeting of North Fork stockholders, which is required to vote

on the proposed merger with Capital One.

Information regarding this combined meeting will be made available to stockholders in the future.
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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K c¢ontains “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995. These forward-looking statements are not historical facts but instead
represent only our beliefs regarding future events, many of which by their nature, are inherently uncertzin and
beyond our control. Forward-looking statements may be identified by the use of such words as: “believe”, “expect™,
“anticipate”, “intend”, “plan”, “estimate”, or words of similar meaning, or future or conditional terms such as

“will”, “would”, “should”, “could”, “may”. “likely”, “probably”, or “possibly”.

Examples of forward-looking statements include, but are not limited to, estimates or projections with respect to
our future financial condition, expected or anticipated revenues, results of operations and our business, with respect
to:

projections of revenues, income, earnings per share, capital expenditures, assets, liabilities, dividends,
capital structure, or other financial items;

"« statements regarding the adequacy of the allowance for loan losses, the representation and warranty reserve
or other reserves;

¢ descriptions of management plans or objectives for future operations, products, or services;
» forecasts of future economic performance; and ‘
s descriptions of assumptions underlying or relating to any of the foregoing;

By their nature, forward-looking statements are subject to risks and uncertainties. There are' a number of
factors, many of which are beyond our control, that could cause actual .conditions, events, or results to differ
significantly from those described in the forward-looking statements.

Factors which could cause or contribute to such differences include, but are not limited to:

» general business and economic conditions on both a regional and national level;

worldwide political and social unrest, including acts of war and terrorism;
» competitive pressures among financial services companies which may mcrease blgmflcantly,

» competitive pressures in the mortgage origination business which could have an adverse effect on orig-
ination volumes and gain on sale profit margins;

» changes in the interest rate environment may negatively affect interest margins, mortgage loan originations
and the valuation of mortgage servicing rights;

+ changes in the securities and bond markets;

*» changes in real estate markets, including possible erosion in values, which may negatively affect loan
origination and portfolio quality;

legislative or regulatory changes, including increased regulatlon of our businesses, including enforcement of
the U.S. Patriot Act; :

accounting principles, policies, practices or guidelines;

» monetary and fiscal policies of the U.S. Government, including policies of the U.S. Treasury and the Federal
Reserve Board;

* technological changes, including increasing dependence on the Internet

Readers are cautioned that any forward-looking statements made in this report or incorporated by reference in
this report are made as of the date of this report, and, except as required by applicable law, we assume no obligation
to update or revise any forward-looking statements or to update the reasons why actual results could differ from
those projected in the forward-looking statements. You should consider these risks and uncertainties in evaluating
forward-looking statements and you should not place undue reliance on these statements.
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PART I

. Item 1 — Business 4
General Description of Our Compa'ny and Business

North Fork Bancorporation, Inc. is a regional bank holding company organized under the laws of the State of
Delaware and registered as a “bank holdmg company” under the Bank Holding Company Act of 1956, as amended.
It is not a “financial holding company” as defined under the federal law. We are committed to providing superior
customer service, while offering a full range of banking products and financial services, to both our consumer and
commercial customers. Our primary subsidiary, North Fork Bank, operates from 353 retail bank branches in the
New York Metropolitan area. We also operate a nationwide mortgage business GreenPoint Mortgage Funding Inc.
(“GreenPoint Mortgage” or “GPM”). Through our other non-bank subsidiaries, we offer financial products and
services to our customers including asset management, securities brokerage, and the sale of alternative investment
products. We also operate a second subsidiary bank, Superior Savings of New England, N.A. (“Superior”), which
focuses on telephonic and media-based generation of deposits.

In 2004, we completed two strategically important and accretive acquisitions more than doubling our total
assets, expanded our geographlc presence in northern and central New Jersey and transformed our institution into
one of the twenty largest banking organizations in the United States with $58 billion in assets at December 31, 2005.

Our operating’ actwmes are divided into two primary busmess segments (Retall Banking and Mortgage
Banking): ’ :

Retail Banking — Our retail banking operaticin is conducted principally through North Fork Bank. North
Fork Bank operates 353 branches located in the New York Metropolitan area, through which we provide a full
range of banking products and services to both commercial and consumer clients. We are a significant provider
of commercial and commercial real estate loans; multi-family mortgages, construction and land development
loans, asset based lending services, lease financing and business credit services, including lines of credit. Our
consumer lending operations emphasize indirect automobile loans. We offer our customers a complete range
of deposit products through our branch network and on-line banking services. We: provide our clients, both
commercial and consumer, with a full complement of cash management setvices including on-line banking,
and offer directly or through our securities and insurance affiliates a full selection of alternative investment
products. We also provide trust, investment management and custodial services through North Fork Bank’s
Trust Department and investment advisory services through our registered investment advisor.

Revenue from our retail banking operations, prlnapally net 1nterest 1ncome is the dlfference between the
interest income we earn on our loan and investment portfolios and the cost of funding those portfolios. Our
primary source of such funds are deposits and collateralized borrowings. We also earn income from fees
charged on the various deposit and loan products. Other income includes:the sale of alternative invéstment
products (mutual funds and annuities), trust services, discount brokeragé and investment management. The
primary delivery channel for these products is the retail bank’s branches.

We actively participate in community development lending, both through North Fork Bank and through a
separate community development subsidiary.

Mortgage Banking — In October 2004, we assumed a natmnal mortgage business with the GreenPoint
‘acquisition. Our national mortgage banking segment originates, sells and services a wide variety of mortgages
secured by 1-4 family residences and small commercial properties. Most loans are originated through a
national wholesale loan broker and correspondent lender network. We offer a broad range of mortgage loan
products, to provide maximum flexibility to borrowers, including Jumbo A, specialty, conforming agency
mortgage loans, home equity loans and commercial loans. Originations are generally sold into the secondary
market and from time to time securitized if market conditions warrant such execution. Certain products
including commercial mortgages, are retained in the Bank’s loan portfolio.. GPM has established loan
distribution channels with various financial institutions including banks, investment banks, broker-dealers,
and real estate investment trusts (REITs), as well as both Fannie Mae and Freddie Mac. During 2005, we
originated $42.3 billion in loans and sold $37.1 billion at an average gain on sale totaling 116 basis points. The
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composition of total loan originations was: 45% Specialty, 35% Jumbo A, 13% Home Equity and 7% Agency.
Option ARMS, both Alt-A and Jumbo A, accounted for 30% of originations during 2005. All option ARM
originations are sold into the secondary market, servicing released. Mortgage originations for new purchases
represented 48% of production in 2005. The weighted average FICO score for all originations was 720. We do
not originate sub prime loans, nor will we sacriﬁce quality to drive origination volume and’gain on sales. -

"GPM also engages in mortgage loan serv1cmg, which includes customer service, escrow administration,
default administration, payment processing, investor reporting and other ancillary services rélated to the
" general administration of mortgage loans. As of December 31, 2005, GPM’s mortgage loan servicing portfolio
consisted of mortgage loans with an aggregate unpaid principal balance of $50.1 billion, of which'$33.3 billion
was serviced for investors other than North Fork: Loans held-for-sale totaled $4.4 billion, while the pipeline
was $5.3 billion ($2.4 billion was covered under interest rate lock commitments) at December 31, 2005."

Competltlon

Competmon in retail banking comes from other major commerc1al banks and thrifts engaged in the New York
Metropohtan area. We also compete with smaller independent commercial banks for loans and deposits, local
savmgs and loan associations and savings banks for deposits, credit unions for deposus and consumer loans,
insurance companies and money narket funds for depos1ts and consumer finance orgamzauons and the financing
affiliates of consumer goods manufacturers (especially automobile manufacturers) for'¢onsumer loans. Notwith-
standing our recent acquisitions, our competitors are substantially larger institutions with easier access to funding
sources and greater capital bases enabling them to better withstand periods of severe market pressure. In setting rate
structures for our retail banklng products, we refer to a wide variety of financial information and indices, including
the rates charged or paid by the other major commercial banks in the region and those fixed periodically by smaller,
local competxtors ‘Our second subsidiary barik, Supenor Savmgs competes with the other telephomc and media-
based banks for the generation of deposus in the Northeast,

GreenPomt Mortgage s competition is primarily other large mortgage banking companies w1th nationwide
origination networks, as well as commercial banks and savings and loans. with significant mortgage banking
operations. Competition in the mortgage industry may occur on various levels, including loan origination, mortgage
servicing, marketing and pricing. Many of our mortgage banking competitors are substantially larger, have more
capital, additional resources and are well established in the specialty mortgage loan market. Other competitors are
recent entrants into that market seeking the relatively attractive profit margins currently associated with specialty
mortgage loan products. To the extent market pricing for- specialty mortgage loan products becomes .more
competitive, it may be more difficult for us to ongmate and purchase mortgage loans with attractwe yields in
suff1c1ent volume to maintain h1st0nca1 profit margms

Our, ablhty to compete effectively in- both retail banking and mortgage bankmg depends on the relative
performance of our products and services, the degree our products and services appeal to customers and the extent
we are able to meet customers’ objectives and needs. In addition, our ability to compete depends on our ability to
continue to attract and retain our senior management as well as other key personnel. -

Capital and Liquidity

Information regarding our capital and liquidity is mcluded elsewhere in thlS Form 10-K, in Item 7,
Management’s Discussion and Analysis — “Capital,” Item 7A: Quantzmnve & Qualitative Disclosures about
Market Risk — “Liquidity Risk Management”, and Item8 Notes to Consolzdated Financial Szatements, Note 20 —
“Capital.”

Recent Acquisitions

. In.October 2004, we acquired GreenPomt Financial Corp. (“GreenPoint”). GreenPoint operated two primary
" businesses, a New York based retail bank (“GreenPoint Bank”) and a separate nationwide mortgage banking
business (“GreenPoint ‘Mortgage™ or “GPM”). GreenPoint Bank.-maintained 95 retail bank branches in the
New York Metropolitan area. At the date of merger, GreenPoint had $27 billion in assets, $6.8 billion in securities,
$5.1 billion in loans held-for-sale, $12.8 billion. in loans held-for-investment, $12.8 billion in deposits, and
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$11.4 billion in borrowings. On February 21, 2005, the operations of GreenPoint Bank were merged with and into
North Fork Bank. GreenPoint Mortgage continues to operate as a separate subsidiary.

In May 2004, we acquired The Trust Company of New Jersey (“TCNJ”) and simultaneously merged its
operations into North Fork Bank. TCNJ was the fourth largest commercial bank headquartered in New Jersey and
operated primarily in the northern and central New Jersey market area. TCNJ represented our first significant
expansion into a state other than New York. At the date of merger, TCNJ had $4.1 billion in total assets, $1.4 billion
in securities, $2.1 billion in net loans, $3.2 billion in deposits and $.7 billion in borrowings.

In addition to the 2004 transactions, we have also completed thirteen acquisition transactions since 1988.
Twelve of these acquired entities were either thrift companies or smaller commercial banks. We also acquired one
investment advisory. entity. o

In November 2001, we purchased the domestic banking business of Commercial Bank of New York (“CBNY”)
for approximately $175 million in cash. The acquired business consisted of $1.2 billion in total assets, $310 million
in loans and $898 million in deposits. At closing of the transaction, we merged CBNY into North Fork Bank. Also
acquired were CBNY’s fourteen retail bank branches, nine of which were located in the New York City borough of
Manhattan.

Stockholder Access to Additional Company Information

‘We make avallable free of charge, on or through the Investor Relations section of our website, our periodic and
current reports filed with, or furnished to, the Securities and Exchange Commission (i.e., earlier annual reports on
Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K). Our internet address is
www.northforkbank.com and the Investor Relations section of our website is accessed from the home page by
clicking on Investor Relations. We post such reports on our website as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the Securities and Exchange Commission. Also posted on our
website or available in print upon request of any shareholder to our Corporate Secretary’s office, are our Corporate
Governance Guidelines, Code of Conduct, and the Charters of our Audit Committee, Compensation and Stock
Committee, and Nominating and Governance Committee. Our Corporate Secretary’s office can be contacted at
North Fork Bancorporation,. Inc.; Attention: -Corporate Secretary’s office; 275 Broadhollow Road; Melville,
NY 11747 by mail or by calling 631-531-2041 or through e-mail: through the Investor Relations section of our
website, listed above. L . :

SUPERVISION AND REGULATION

Laws and Regulations Applicable to Bank Holdmg Compames

General. Asa reglstered bank holdlng company under the Bank Holding Company Act of 1956, as amended
(the “BHC Act”), we are subject to regulation and supervision by the Federal Reserve Board (the “FRB”). The FRB
has the authority to issue cease and desist orders or take other enforcement action against our holding company if it
determines that our actions represent unsafe and unsound practices or violations of law. Regulation by the FRB is
intended to protect depositors of our subsidiary banks and the safety and soundness of the U.S. banking system not
our stockholders.

Limitation on Acquisitions.” The BHC Act requires a bank holding company to obtain prior approval of the
FRB before: (1) taking any action that causes a bank to become a controlled subsidiary of the bank holding
company; (2) acquiring direct or indirect ownership or control of voting shares of any bank or bank holding
company, if the acquisition results in the acquiring bank holding company having control of more than 5% of the
outstanding shares of any class of voting securities of such bank or bank holding company, unless such bank or bank
holding company is majority-owned by the acquiring bank holding company before the acquisition; (3) acquiring
all or substantially all the assets of a bank; or (4) merging or consolidating with another bank holding company.

Limitation on Activities. The activities of bank holding companies are generally limited to the business of
banking, managing or controlling banks, and other activities that the FRB has determined to be so closely related to
banking or managing or controlling banks as to be a proper incident thereto. Bank holding companies that qualify

5




and register as “financial holding companies” are also able to engage in certain additional financial activities, such
as merchant banking and securities and insurance underwriting, subject to limitations set forth in federal law. We are
not at this date a “ﬁnanmal holding company.”

Regulatory Capital Requirements. The FRB has promulgated capital adequacy gurdelmes for use in its
examination and supervision of bank holding companies. If a bank holding company’s capital falls below minimum
required levels, then the bank holding company must implement a plan to increase its capital, and its ability to pay
dividends, make acquisitions of new banks or engage in certain other activities such as issuing brokered deposits
may be restricted or prohibited.

The FRB currently uses two types of capital adequacy guidelines for holding companies, a two-tiered risk-
based capital guideline and a leverage capital ratio guideline. The two-tiered risk-based capital guideline assigns
risk weightings to all assets and certain off-balance sheet items of the holding company’s operations, and then
establishes a minimum ratio of the holding company’s “Tier 1" Capital to the aggregate dollar amount of risk-
Weighted assets (which amount is usually’less than the aggregate dollar amount_of such assets without risk
weighting) and a minimum ratio of the holding company’s total capital (“Tier 1" Capital plus “Tier 2” Capital, as
adjusted) to the aggregate dollar amount of such risk- -weighted assets. The leverage ratio guideline establishes a
minimum ratio of the holding company’s Tier 1 Capital to its total tangible assets (total assets less goodwﬂl and
certain identifiable intangibles), without risk-weighting.

Under both guidelines, Tier 1 Capital (sometimes referred to as “core capital”) is defined to include: common
shareholders’ equity (including retained earnings), qualifying non-cumulative perpetual preferred stock and related
surplus, qualifying cumulative perpetual preferred stock and related surplus, trust preferred securities, and minority
interests in the equity accounts of consolidated subsidiaries (limited to a maximum of 25% of Tier 1 Capital).
Goodwill and most intangible assets are deducted from Tier 1 Capital.

+ For purposes of the total risk-based capital guidelines, Tier 2 Capital (sometimes referred to as “supplementary
capital”) is defined to include: allowances for loan and lease losses (limited to 1.25% of risk-weighted assets),
perpetual preferred stock not included in Tier 1 Capital, intermediate-term preferred stock and any related surplus,
certain hybrid capital instruments, perpetual debt and mandatory convertible debt securities, and intermediate-term
subordinated debt instruments (subject to limitations). The maximum amount of qualifying Tier 2 Capital is 100%
of qualifying Tier 1 Capital. For purposes of the total capital guideline, total capital equals Tier 1 Capital, plus
qualifying Tier 2 Capital, minus investments in unconsolidated subsidiaries, reciprocal holdings of bank holding
company capital securities, and deferred tax assets and other deductions.

The FRB’s current capital adéquacy guidelines require that a-bank holding company maintain a Tier 1 risk-
based capital ratio of at least 4%, a total risk-based capital ratio of at least 8%, and a Tier 1 leverage capital ratio of
3% to 5%. Top performing companies may be permitted to operate with slightly lower Tier 1 leverage capital ratios,
while poor performing or troubled institutions may be required to maintain or build higher Tier 1 leverage capital
ratios.

As of December 31, 2003, our holding company was in compliance with all of the FRB’s capital adequacy
guidelines. Additional information on capital adequacy requirements is included elsewhere in this Form 10-K, in
Item 7, Management’s Discussion and Analysis — “Capital,” and in Item 8, Notes to Consolidated Financial
Statements, Note 20 — “Capital.” ~ -

Source of Strength. -FRB policy requires a bank holding company to serve as a source of financial and
managerial strength to its subsidiary banks. Under this “source of strength doctrine,” a bank holding company is
expected to stand ready to use its available resources to provide adequate capital funds to its subsidiary banks during
periods of financial stress or adversity, and to maintain resources and the capacity to raise capital that it can commit
to its subsidiary banks. Furthermore, the FRB has the right to order a bank holding company to terminate any
activity that the FRB believes is a serious risk to the financial safety, soundness or stability of any subsidiary bank.

Liability of Commonly Controlled Institutions. "Under cross-guaranty provisions of the Federal Depos1t
- Insurance Act (the “FDIA”), each bank subsidiary of a bank holding company is liable for any loss incurred by the-
Federal Deposit Insurance Corporation’s insurance fund for banks in connection with the faiture of any other bank
subsidiary of the bank holding company. '




Laws and Regulations Applicable to the Company’s Subsidiary Banks

General. North Fork Bank, a New York state non-member bank, is subject to regulation, supervision and
periodic examinations by the New York State Banking Department ("NYSBD”) and the Federal Deposit Insurance
Corporation (“FDIC”). Superior Savings of New England, a nationally chartered bank, is subject to regulation,
supervision and.periodic examinations by the Office of the Comptroller of the Currency (“OCC”). These bank
regulatory agencies are empowered to issue cease and desist orders.or take other enforcement action against the
banks if they determine that the banks’ activities represent unsafe and unsound banking practices or violations of
law. Regulation by these agencies is designed to protect the depositors of the banks and the safety and soundness of
the U.S. banking system, not shareholders’ of the Company. ‘

Bank Regulatory Capital Requirements. The FDIC and the OCC have adopted minimum capital require-
ments applicable to state non-member banks and national banks, respectively. These bank capital requirements are
similar to the capital adequacy guidelines established by the FRB for bank holding companies, discussed above
under “Laws and Regulations Applicable to Bank Holding Companies — Regulatory Capital Requirements.”

The federal bank regulators have established a five-category classification system for purposes of grading the
capital adequacy of individual banks. Depending on the status of a bank’s capitalization under this classification
system, federal law may require or permit the regulators to take certain corrective actions against the bank. The
following are the five capital classifications:

A bank is:

« “well-capitalized” if it has a total Tier 1 leverage “rétio of 5% or greater, a Tier 1 risk-based capital ratio of 6%
or greater and a tota] risk-based capital ratio of 10% or greater (and is not subject to any order or written
directive specifying any higher capital ratio);

“adequately capitalized” if it has a total Tier 1 leverage ratio of 4% or greater (or a Tier 1 leverage ratio of 3%
or greater, if the bank has a CAMELS rating of 1), a Tier 1 risk-based capital ratio of 4% or greater and a total
risk-based capital ratio of 8% or greater;

“undercapitalized” if it has a total Tier 1 leverage ratio that is less than 4% (or a Tier 1 leverage ratio that is
less than 3%, if the bank has a CAMELS rating of 1) or a Tier 1 risk-based cap1ta1 ratio that is less than 4% or
a total rlsk based capital ratlo that is less than 8%;

51gn1f1cantly undercapitalized” if it has a total Tier 1 leverage ratio that is less than 3% or a Tier 1 risk based
capital ratio that is less than 3% or a total risk-based capital ratio that is less than 6%; and

» “critically undercapitalized” if it has a Tier 1 leverage ratio that is equal to or less than 2%

Federal banking laws require the federal regulatory agen01es to take prompt corrective action against undercap—
italized banks, that is, banks falhng into one of the latter three categories set forth above. As of December 31, 2008,
our bank subsidiaries were “well capitalized” under applicable requirements.

Deposit Insurance and Assessments. The deposits of North Fork Bank and Superior Savings are insured by
the FDIC’s Bank Insurance Fund, in general up to a maximum of $100,000 per insured depositor. Under federal
banking regulations, insured banks are required to pay semi-annual assessments to the FDIC for deposit insurance.
The FDIC’s assessment system requires insured banks to pay varying assessment rates, depending upon the level of
the bank’s capital, the degree of supervisory concern over the bank, and the portion, if any, of the bank’s deposits
attributable to the bank’s earlier acquisition of institutions insured under the FDIC’s Savings Association Insurance
Fund. The FDIC has the authority to increase the annual assessment rates as necessary to ensure the safety of its
insurance fund, without limitation.

. Limitations on Interest Rates and Loans to One Borrower. The rate of interest a bank may charge on certain
classes of loans may be limited by state -and federal law. If and when they apply, they may serve to restrict net
interest income earned on certain classes of loans. Federal and state laws impose additional restrictions on the
lending activities of banks including, among others, the maximum amount that a bank may loan to one borrower.
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Payment of Dividends. Our subsidiary banks are subject to federal and state bank corporation laws limiting

the payment of cash dividends by banks. Typically, such laws restrict dividends to undivided profits generally or .

profits earned during preceding periods. In addition, under federal banking law, an FDIC-insured institution may
not pay dividends while it is undercapitalized or if payment would cause it to become undercapitalized. The FDIC
and the OCC also have authority to prohibit or to limit the payment of -dividends by a bank if, ‘in the banking
regulator’s opinion, payment of a dividend would consntute an unsafe or unsound practtce in 11ght of the’ ﬁnanc1a1
condition of the banking orgamzaﬂon ‘ ‘ : 8

The USA Patriot Act. The USA Patriot Act of 2001 as amended (the “Patriot Act”) has broadened existing
anti-money laundering legislation while imposing new compliance and due diligence obligations on banks and
other financial institutions, with a particular focus on detecting and reporting money-laundering transactions
involving domestic or international customers. The U.S. Treasury Department has issued and will continueé to issue
regulations clarifying the Patriot Act’s requirements. The Patriot Act requires all “financial institutions,” as defined,
to establish certain anti-money laundering compliance and due diligence -programs. o

Recently, the regulatory agencies have intensified their examination procedures in light of the Patriot Act’s
anti-money laundering and bank secrecy act requirements. The Company believes that its controls and procedures
are in comphance with the Patriot Act. :

Commumzy Reinvestment Act.  Our sub51d1ary banks are Sub_]eCt to the federal Community Re1nvestrnent Act
(the “CRA”) and implementing regulations. CRA regulations establish the framework and criteria by which the
federal bank regulatory agencies assess an institution’s record of helping to meet the credit needs of its community,
including low- and moderate-income neighborhoods. Some states have enacted their own community reinvestment
laws and regulatlons applicable to ﬁnancxal institutions'doing business within their borders. A banking institution’s
performance under the federal CRA and any appllcable state community reinvestmerit act laws is taken into account
by regulators in reviewing certain applications made by the institution, including applications for approval of
expansion transactions such as mergers and branch acquisitions.

Transactions with Affiliates.’ Our subsidiary banks are subject to federal 1aws which limit certain transactions
between banks and their affiliated companies, including loans, other extensions of credit, ivestments or asset
purchases. Among other things, these laws place a ceiling on the aggregate dollar amount of such transactions
expressed as a percentage of the bank’s capital and surplus. Furthermore, loans and extensions of credit from banks
to their non-bank affiliates, as well as certain other transactions, are required to be secured in specified amounts.
Finally, the laws require that such transactions with affiliates be on terms and conditions that are or would be offered
to nonaffiliated parties. We carefully momtor our comphance w1th these restncnons on transactlons between our
banks and their affiliates.

Other Laws. .Our subsidiary banks are subject to a variety of other laws particularly affecting banks and
financial institutions, including laws regarding permitted investments; loans to officers, directors and their

affiliates; sécurity requirements; anti-tying limitations; anti-money Iaundermg, financial p11vacy and customer -

identity verification; truth-in-lending; permitted types of interest bearlng deposit accounts; trust department
operations; brokered deposits; and audit requirements: ’

Laws Governing Interstate Banking and'Branching .

* Under federal law, a bank holdmg company generally is permttted to acqutre addmonal banks located
anywhere in the United States, including in states other than the acquiring holding company’s home state. There are
a few limited exceptions to this ability, such as interstate acquisitions.of newly-organized banks (if the law of the
acquired bank’s home state prohibits such acquisitions), interstate acquisitions .of banks where the acquiring
holding company would control more than 10% of the total amount of insured deposits in the United States, and
interstate acquisitions where the acquiring holding company would control more than 30% of the insured deposﬁs
in the acquired bank’s home state (or any lower percentage established by the acquired bank’s home state), unless
such acquisition represents the initial entry of the acquiring holding company into the acquired bank’s home state or
where the home state waives such limit by regulatory approval or by setting a hlgher percentage thrcshold for the
insured deposit limit. : C :




Under federal law, banks generally are permitted to merge with banks headquartered in other states, thereby
creating interstate branches. The principal exception to this ability is a merger:with a bank in another state that is a
newly organized bank, if the laws of the other state prohibit such mergers. Interstate bank mergers are subject to the
samie type of limits on the acqumng bank and its bank affiliates controlling deposlts in the acquired institution’s
home state as interstate ‘bank acquisitions. In'addition, banks may acquire one or more branches from a bank
headquartered in another state or establish de novo branches in another state, if the laws of the other state permit
such branch acqulsltlons or the estabhshment of such de novo branches.

States may prohibit aeqursmons of an-in-state bank or bank branches by an out-of state bank or bank holdlng
company controlling only out-of state banks, if such acquisition would result in the acquiring institution’s
controlling more than a specified percentage of in-state deposits, provided such restriction apphes as well to
acqursmons of in-state banks or bank branches by in-state bankmg orgamzatrons

3

Regulation of Mortgage Banking

As a sub51d1ary of our principal bank North Fork Bank, GreenPomt Mortgage is subject to regulation and
supervision by the bank’s regulators, the NYSBD and the FDIC. As'a separate subsidiary engaged in the business of
mortgage banking on a nationwide basis, we are subject from time to time to hcensrng and other legal and regulatory
requirements 1mposed by states in which we engage in significant business operations. These laws and regulations,

which often aré 1ntended to protéct consumers, may restrict our ablhty to change the fees or rates we would
otherwise charge by agreement with customers, in connectron with provrdmg them mortgage lendmg services and
products.

Regulation of Other Non-Banking Activities

Federal and state banking laws afféct the ability of bank holding companies and their subsidiary banks to
engage, directly or indirectly through non-bank subsidiaries, in activities of a non-traditional banking nature, such
as insurance agency, securities brokerage, or investment advisory activities. To the extent that we are authorized to
engage and do engage in such activities, through our bank or non-bank subsidiaries, we comply with the applicable
banking laws, as well as any other Jaws and regulatrons specrflcally regulatmg the conduct of these non- banking
activities, such as the federal and state secuntles laws, regulations of self-regulatory organizations such as the
National Association of Securities Dealers and state insurance laws and regulations. These laws and regulations are
principally focused on protecting consumers rather than shareholders or other investors.

Regulatory Matters

Umted States anti- money 1aundermg (“AML”) Iaws mcludmg The Bank Secrecy Act, as amended by the USA
Patriot Act; and related implementing regulations, have imposed s1gn1ﬁcant additional requirements on financial
institutions. The Federal Deposit Insurance Corporation (“FDIC”) and the New York State Banking Department
(“NYSBD”) have identified certain supervisory issues with respect to the Bank’s AML compliance program that
require management’s attention. Management has been engaged in discussions with the FDIC and the NYSBD
concerning this matter and bas initiated appropriate action to address the issues raised. The Bank entered into an
informal memorandum of understanding (“MOU”) with both the FDIC and the NYSBD with respect to these
matters effective as of August 23, 2005. A memorandum of understanding is characterized by regulatory authorities
as an informal action that is neither published ‘nor-made publicly available by agencies and is -used when
circumstances warrant a-milder form of action than a formal supervisory action, such as a formal written agreement
or cease and desist order. Management has developed a remediation plan to comply with the requirements of the
MOU and has made s1gn1ﬁcant progress to. 1mplement the plan as well as to implement additional enhancements to
its AML comphance program » ‘ :

Changes in Law and Regulation Affectmg the Company Generally

Future Legislation. Various legislation is from time to time introduced in Congress and in the legislatures of
states in which we do business. Such legislation may change our operating environment and the operating
environment of our subsidiaries in substantial and unpredictable ways. We cannot determine the ultimate effect that
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potential leglslatron if enacted, or 1mplement1ng regulatlons would have upon our financial condition or results of
operations or upon our shareholders

‘Ftscal and Moretary Policies. Our business and earnings are affected significantly by the fiscal and
monetary policies of the federal government and its agencies. We are particularly affected by the policies of
the FRB, which regulates the supply of money and credit in the United States. Among the instruments of monetary
policy available to the FRB are conducting open market operations in United States govemment securities,
changing the discount rates of borrowings of depository institutions, imposing or changing reserve requirements
against depository institutions’ deposits, and i 1mpos1ng or changing reserve requirements against certain borrowings
. by banks and their affiliates. :

These methods are used in varying degrees and combinations to directly effect the availability of bank loans
and deposits, as well as the interest rates charged on loans and paid on deposits. The policies of the FRB have a
material effect on our business, results of operations and financial condition.

Sarbanes-Oxley Act of 2002. The Sarbanes-Oxley Act of 2002 imposed significant new responsibilities on
publicly held companies such as North Fork, particularly in the area of corporate governance. We, like other public
companies, have reviewed and reinforced our internal controls and financial reporting procedures in response to the
various requirements of Sarbanes-Oxley and implementing regulations issued by the Securities and Exchange
Commission and the New York Stock Exchange. We have observed and will continue to observe full compliance
with these new legal requirements. We have always emphasized best practices in corporate governance as the most
effective way of assuring shareholders that their investment is properly managed and their interests remain
paramount.

The discussion in the preceding pages of various aspects of law and regulation is merely a summary which does
not purport to be complete and which is qualified in its entirety by reference to the actual statutes and regulations.

Certification to the New York Stock Exchange on Corporate Governance

The Chief Executive Officer of the Company has certified to the New York Stock Exchange under the NYSE’s
Rule 303A.12, that he is not aware of any violation by the Company of NYSE corporate governance hstmg
standards.

Employees

As of December 31, 2005, we had 7,546 full-time employees and 1,380 part-time employees. We do:not
maintain collective bargaining agreements with any groups of employees. We consider our relationship with our
employees to be very good, allowmg us to retam key employees whlle attractlng talented new personnel.

Item 1‘A — Risk Factors

Risk is an inherent part of our business and activities. Certain risks such as geograph1c diversity, liquidity,
assets/hablhty management and capital adequacy are explained more fully in other sections of the Managements
Discussion and Analysis. Addltlonal factors effecting our company include:

© Changes in the interest rate environment may negatively affect interest margins, mortgage loan orig-
‘nations and the valuation of mortgage servicing rights. ~Our net interest income from loans and investments
is significantly affected by ‘market rates of interest, which in-turn are affected by prevailing economic
conditions and by the fiscal and monetary policies of the deferral government and various regulatory agencies:
Volatility in interest rates can also result in the flow of funds away from financial institutions into direct
investments. Changes in interest rates can effect the origination of loans and the rates received on loans.

The allowance for loan losses may not be adequaté io cover actual losses. Our allowance for loan losses
is based on historical loss experience; as well as an evaluation of the risks associated with the loan portfolio.
Our allowance for loan losses may not be adequate to cover actual loan losses, and this could adversely and
materially affect our financial results. : : -
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Acquisitions may-not produce revenue enhancements and may result in unforeseen integration difficulties.

We have made several recent acquisitions, and are always exploring opportunities to expand. Difficulty in.

integrating an acquired business may cause us not to realize expected revenue increases and cost savings, and

~ may cause higher than expected deposit attrition, disruption of the our business, and may otherwise adversely
affect our ability to achieve the antlclpated benefits of the acqu151t10n

We face system failure risks and security risks. The computer systems and network infrastructure we
and others use could be vulnerable to unforeseen problems. Fire, power loss or other failures may effect our
computer equipment and other technology. Also, our computer systems and network infrastructure could be
damaged by “hacking” and “identity theft.”

Our business could suffer if we fail to retain skilled people.. Our success depends on our ability to retain |
key employees. Competition for the best people is intense, and we may not be able to retain the best possible
employees.

Future governmental regulation and legislation and changes in monetary policy could limit growth. We
are subject to extensive state and federal regulation, supervision and legislation that govern'all aspects of its
opetation. Changes to these laws could affect us and diminish the value -of our business. Also, actions by
monetary and fiscal authorities, including the Federal Reserve, could have an adverse effect on our business
and earnings. ' '

Competitive pressures among financial services companies which may increase significantly. We
operate in a highly competitive industry that could become more competitive as a result of legislative,
regulatory and technological changes. We compete with several types of financial institutions, and techno-
logical changes have lowered the barriers to entry and made it possible for non-banks to offer products
traditionally provided by banks.

Acts or threats of terrorism, military activity, and other political actions could adversely affect general
economic or industry conditions. Geopolitical conditions may affect our earnings. Furthermore, acts of
terrorism, and the government’s reaction to such acts, could affect our business and earnings.

A natural disaster could harm our business. Natural disasters could harm our operations directly
through interference with communications, including the interruption or loss of our websites, which would
prevent us from gathering deposits, originating loans and processing and controlling its flow of business, as
well as through the destruction of facilities and our operational, financial and management information
systems. ‘

The risks factors described above are not the only risks that may have a material adverse effect us. Additional
risks and uncertainties-also could adversely affect our business and results. If any of these risks actually occur, our
business, financial condition or results of operations ‘could be negatively affected, the market price for your
securities could decline, and you could lose all or a part of your investment. Further, to the extent that any of the
information contained in this Annual Report on Form 10-K constitutes forward-looking statements, the risk factors
set forth above also are cautionary statements identifying important factors that could cause our actual results to
differ materially from those expressed in any forward-looking statements made by or on behalf of the Company. -

Item 1B — Unresolved Staff Comments

None.

Item 2 — Properties

Our principal executive and administrative offices are located in two adjacent facilities located in Melville,
New York. These facilities comprise approximately 260,000 square feet of leased space, pursuant to lease
agreements expiring in 2018 (with options to renew for up to 10 additional years). We occupy a 75,000 square
foot operations center that we own in Mattituck, New York. The main office of North Fork Bank also isin Mattituck
and the main office of Superior Savings of New England, N.A. is in Branford, Connecticut, of which both are owned
facilities. The principal offices of GreenPoint Mortgage are located in Novato, California and is comprised
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125,000 square feet of leased space, pursuant to a lease agreement that expires in 2011 (with options to renew for up
-to 10 additional years). GPM also 0ccup1es a 35, 000 square foot servicing center, that we own, in Columbus,
Georgra : .

At December 31, 2005, of our 355 retail bank branches 117 were owned and 238 were leased under long-term
lease arrangements expiring at'various times through 2026. In addition, GreenPoint Mortgaoe operates 45 retail and
wholesale branches throughout the United States, all of which are leased. :

: A_ddrtronal information regarding prop_ertles is included elsewhere in this Form 10-K, in Item 8, Notes to
Consolidated Financial Statements, Note 6 — “Premises and Equipment” and Note 1 7 — “Other Commitmenis
and Contingent Liabilities.” We are also subject to leases for other facilities that have been vacated as a result of
consohdatron following acqursrtrons We have subleased certain of these vacated facilities.

Item 3 — Legal Proceedmgs

We are subject to certain pending and threatened legal actions which arise out of the normal course of our .
business, including. typical customer claims and counterclaims arising out of the retail banking and mortgage
banking business. We believe that the resolution of any pending or threatened 11t1gat10n will not have a material
adverse effect on our financial condition or results of operations.

Item 4 — Submission of Matters To a Vote of Security Holders

No matters were submitted to'a vote of stockholders during the fourth quarter of 2005.

Item 4A — Executive ‘Officers of the Registrant

The following information is provided for the holding company’s executive officers as of January 1, 2006.
Each of the listed ‘executives is also a director of the holdrng company The executives are elected annually by the
Board of Directors. 4 .

John A. Kanas, 59, has been the President of our holding company since it was organized in 1981, and the
President of North Fork Bank since 1977. He has been the Chairman of the Board of the holding company since
1986 and of North Fork Bank since 1987, and the Chref Executrve Officer of the holdmg company and North Fork
Bank since 1988.

John Bohlsen, 63, has been the Vice Chairman of the Board of our holding company and of North Fork Bank
since 1992 and a member of the Board of Drrectors since 1986.

' Damel M. Healy, 63 has been the Executrve Vice President and Chief Financial Ofﬁcer of our holding
company and of North Fork Bank since 1992 and a member of the Board of Directors since 2000.

PART 11

Item 5 — Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

The outstanding shares of our common stock are listed and traded on the New York Stock Exchange under the
symbol NFB. Information relating to the high and low sales prices of our common stock for each full quarterly
period during 2005 and 2004 is set forth under Item 8, “Notes to Consolidated Financial Statements”, Note 22 —
“Quarterly Financial Information” of the Annual Report on Form 10-K. As of March 3, 2006, there were
13, 712 holders of record of North Fork common stock.

On December 13, 2005, the Board of Directors approved a 14% increase in its regular quarterly. cash dividend
to $.25 per common share. We declared quarterly cash dividends on our common stock in the amount of $.22-per
share for each of the first three quarters of 2005. Quarterly cash dividends paid in 2004, were $.20 per share for each
of the first two quarters and $.22 per share for the third and fourth quarters. Additional information regarding
dividends and restrictions thereon, and market price information is included elsewhere in this Form 10-K, in Item 7,
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Management’s Discussion and Analysis — “Capital’ Item 7A, Quantitative and Qualitative Disclosures About
Market Risk — “Liquidity Risk Management” and Item 8, Notes to Consolidated Financial Statements, Note 20 —
“Capital,” and Note 22 — “Quarterly Financial Information”.

Issuer Purchases of Equity Securities

The following table provides common stock repurchases made by us or on our behalf during the fourth quarter:

Maximum Number

Total Number of of Shares that
Total Number Average Shares Purchased as may yet be
of Shares Price Paid Part of Publicly Purchased Under
Period Purchased per Share Announced Program . the Program(1)
October 1, 2005-October 31, 2005 .. ... 3,720,000 24.47 3,720,000 12,203,650 Shares
November 1, 2005-November 30, 2005.. 5,989,400 26.36 5,989,400 6,214,250 Shares
December 1, 2005-December 31, 2005 . . 3,842,8(_)0 27.44 3,842,800 2,371,450 Shares

(1) Under the provisions of our share repurchase program previously authorized by the Board of Directors, we repurchased 14.9 million shares
at an average cost of $26.24 during 2005, As of December 31, 2005, 2.4 million shares were available to be purchased under the program.
.On January 24, 2006, the Board of Directors authorized the repurchase of an additional 12 million shares increasing the total remaining
authorized for repurchase to 14.4 million. As of March 6, 2006, 5.1 million shares remain available to be purchased under the program. The
current program has no fixed explratton date Repurchases are made in the open market or through privately negotiated transactions.

Item 6 — Selected Financial Data’

Selected financial data for each of the years in the five-year period ended December 31, 2005 are set forth
below. Our consolidated financial statements and notes thereto as of December 31, 2005 and 2004 and for each of
the years in the three-year period ended December 31, 2005 are included elsewhere in this Form 10-K.

) 2005 2004 2003 2002 2001
(In thousands, except ratios and per share
amounts)
Earnings Summary:
Interest Income (tax equivalent ’
basis)(1) ........ e $ 2,826,336 $ 1,609,866 $ 1,135,642 $ 1,212,225 $ 1,129,961
Interest Expense . . R 968,600 402,931 295,389 348,203 444 564
Net Interest Income (tax
equivalent basis)(1) ........ 1,857,736 1,206,935 840,253 864,022 685,397
Less: Tax Equivalent Adjustment. . . . 47,855 31,714 24,739 22,244 19,438
Net Interest Income .. ........ 1,809,881 1,175,221 815,514 ' 841,778 665,959
Provision for Loan Losses . . ....... 36,000 27,189 26,250 25,000 17,750
Net Interest Income after Provision . ‘ . : '
for Loan Losses. . ............. 1,773,881 1,148,032 789,264 816,778 648,209
Non-Interest Income .. ........... 259,426 171,654 119,004 116,368 100,166
Mortgage Banking Income ........ 420,838 60,842 10,065 — —
Securities Gains, net . ............ 10,139 12,656 15,762 4,517 8,729
Gain on Sale of Other Investments. . . 15,108 3,351 — — —
Gain on Sale of Facilities ......... — — 10,980 3,254 —
Non-Interest Expense . ........... 1,009,467 555,802 333,915 305,186 231,207
Facility Closures Expense . ........ 15,382 — — — —
Debt Restructuring Costs. ......... — — 11,955 — —
~ Amortization of Goodwill ... ... . — —_ — —_ 19,815
Income Before Income Taxes. . . 1,454,543 840,733 599,205 635,731 506,082
Provision for Income Taxes........ 505,696 287,737 202,840 218,838 174,598
NetIncome . ............... $ 948,847 $ 552,996 $ 396365 $ 416,893 $ 331,484
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(In thousands, except ratios and per share
amounts)

Per Share:
Net Income — Basic.............
Net Income — Diluted
Cash Dividends. . . ..............
Book Value at December 31,..... ..
Tangible Book Value at -~
December 31,(4) . .......... ..
Market Price at December 31,.... ..

Balance Sheet Data at
December 31,:

Total Assets
Securities:

Available-for-Sale .. ..........."

Held-to-Maturity .. ............
Loans Held-for-Sale
Loans Held-for-Investment

Goodwill and Identifiable
Intangibles

Demand Deposits ‘
Interest Bearing Deposits. . ... ... ..

Federal Funds Purchased &
Collateralized Borrowings . ... ...

Other Borrowings .. .............
Stockholders’ Equity . ............
Average Balance Sheet Data:
Total Assets
Securities ... ... o
Total Loans. . ........ e
Goodwill and Identifiable

Intangibles
Total Deposits. . ...t

Federal Funds Purchased &
Collateralized Borrowings . ......

Other Borrowings . . . ............
Stockholders” Equity ... ..........

2005 2004 2003 2002 2001

$ 203 $ 1.88 § 1.75 % 1.74 % 1.38

2.01 1.85 1.73 1.72 1.37

91 84 74 67 - .58

19.28 18.78 6.46 6.36 5.88

6.36 6.03 4,61 4.58 413

27:36 28.85 26.95 2249 . 21.33
$57,616,871 $60,667,055 $20,969,374 $21,420,834 $17,239,836
11,295977 15,444,625 7,136,275 8,563,625 5,051,290
104,210 142,573 190,285 307,878 ..7709,965
4,359,267 5,775,945 4,074 30,673 25,539
33232236 30,453,334 12,341,199 11,338,466 10,374,152
6,032,207 6,029,011 423,259 423,464 427,274
. 7639231 6,738,302 - 4,080,134 3,417,534 2,702,753
28,977,342 28,074,126 © 11,035981 9,774,996 ° 8,600,553
9,700,621 14,593,027 3,221,154 5401000 3,692,182
1,477,364 1,506,318 743,476 775,799 252,097
9,002,241 8,881,079 1478489 1,514,053 1,437,008
$59,654,951 $32,900,140 $21,336,071 $18,864,525 $15,635,865
13,505,272 10,002,003 7,955,837 6,528,622 4,744,290
37,628,560 197242,743 11,794,243 10,946,24'7 . 9,829,856
6,025,224 2,022,934 424474 425,041 351,051
36726399 21,939,334 14,166,580 12,165,896 - 10,009,868
11,552,017 5915714 4524192 4,214,834 3,736,820
1,495,180 937,519 770,069 460,866 252.085
9,160,693 3,684,525 1,515773 1,652,897 1,417,381




(In thousands, except ratios)

2005 2004 2003 . 2002 2001

Return on Average Assets . . e 1.59% 1.68% 1.86% 221% 2.12%

(1

(2)

(3)

Return on Average Tangible Assets(3) ............ ‘ 1.81 1.82 1.91 2.27 T 231
Return on Average Equity . .................... 10.36 15.01 26,15 = 2522 23.39
Return on Average Tangible Equity(3) ............ 3102 33.88 36.54 34.16 33.09
Efficiency Ratio(2) .......... ... ..o .. 37.98 37.56 3430 31.10 29.70
Net Interest Margin(1) . . .. ......... e 3.63 4.09 - 4.24 4.93 4.6%
Dividend Payout Ratio. ... ... ... e 46 47 43 39 43
Average Equity to Average Assets .. ............. 1536 . 11.20 7.11 8.77 9.07
Tier 1 Capital Ratio. .. ....................... 10.26 9.90 10.49 11.43 11.82
Risk Adjusted Capital Ratio. . ................ - 12.73 12.50 15.53 16.77 12.81
Leverage Capital Ratio ....................... 6.70 6.22 . 6.47 6.46 7.68
Allowance for Loan Losses to Non-Performing Loans C

Held-For-Investment. .. ..................... 703 158 920 941 709
Non-Performing Loans to Loans ‘ o

Held-For-Investment. . . ..................... .09 - 44 11 A1 .14
Non-Performing Assets to Total Assets. ........... .09 L35 .07 .06 .09
Weighted Average Shares Outstanding: ‘ ‘ .
BaSiC. o\ vt e 467,306 294,491 226,304 239,659 239,345
Dilated ................ AT L. 4727791 299,219 228,774 242473 242,073

" The 10-K contains supplemental financial information, described in the following notes, which has been determined by methods other than

U.S. Generally Accepted Accounting Principles (“GAAP”) that management uses in its analysis of the Company’s performance.
Management believes these non-GAAP financial measures provide information useful to investors in understanding the underlying
operational performance of the Company, its business and performance trends and, factlztazes comparisons with the performance of others in
the financial services industry.

Interest income on a tax equivalent basis includes the additional amount of interest income that would have been earned if our investment in
certain tax-exempt interest earning assets had been made in tax-exempt assets subject to federal, state and local income taxes yielding the
same after-tax income.

The efficiency ratio is used by the financial services industry to measure an organization’s operatmg efficiency. The efficiency ratio
represents non-interest expense, net of amortization of identifiable intangible assets and goodwill, facility closures expense and debit
restructuring costs to net interest income on a tax equivalent basis and non-interest income, net of securities and facilities gains, temporary
impairment on mortgage servicing rights and gain on sale of other investments.

Return on average tangible assets and return on average tangible equity, which represent non-GAAP measures are computed on an
annualized basis as follows:

Return on average tangible assets is computed by dividing net income, as reported plus amortization of identifiable intangible assets, net of
taxes, by average total assets less average goodwill and average identifiable intangible assets.

Return on average tangible equity is computed by dividing net income, as reported, plus amortization of identifiable intangible assets, net of
taxes, by average total stockholders’ equity less average goodwill and average identifiable intangible assets.
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2005 2004 2003 2002 2001

(In thousand, except ratios a‘nd per share amounts)
RETURN ON TANGIBLE ASSETS . .
NetIncome . ............ ... ....... $ 948847 $ 552,996 $§ 396,365 $§ 416893 $ 331,484

Plus: Amortization of ldentifiable Intangibles ]
and Goodwill (Net of tax) .. .......... 23,902 9,939 2,360 2,497 21,321
Net Income plus Amortization of ldentifiable ‘ o
Intangibles (Net of tax) . . . ........... $ 972,749 $ 562935 $ 398725 § 419,390 $ 352,805
' Average Assets. .. ..... S $59,654,951 $32,900,140 $21,336,07] $18,864,525 $15,635865
Less: Average Identifiable Intangibles &
Goodwill .. ......... ... .. .. .:.. 6,025,224 2,022,934 424,474 425,041 351,051
Average Assets less Average Identifiable '
Intangibles & Goodwill. . . ... ........ $53,629,727 $30,877206 $20,911,597 $18,439,484 $15,284,814
RETURN ON AVERAGE TANGIBLE ’
EQUITY
Net Income plus Amortization of Identifiable
Intangibles and Goodwill (Net of tax) . ... 3 972,749 § 562,935 § 398725 § 419390 $ 352,805
Average Stockholders' Equity . .. ........ $ 9,160,693 $ 3,684,525 $ 1515773 $ 1,652,897 $ 1,417,381
Less: Average Identifiable Intangibles & ' ’
Goodwill . .. ... ... ... .. . ... 6,025,224 2,022,934 424,474 425,041 351,051
- Average Stockholders’ Equity less Average ‘ :
Identifiable Intangibles & Goodwill . . . .. $ 3135469 $ 1,661,591 § 1,091,299 $ 1,227,856 $ 1,066,330
Return on Average Tangible Assets. . . . .. .. 1.81% 1.82% 1.91% 227% 2.31%
Return on Average Tangible Equity ... .... - 31.02% 33.88% 36.54% 34.16% 33.09%

(4) Tangible Book Value is calculated by dividing period end stockholders’ equity, less period end goodwill and identifiable ihtangibie assets,
by period end shares outstanding.

2005 2004 2003 2002 2001
(In thousands, except ratios and per share amounts) ‘
TANGIBLE BOOK VALUE ‘ _
Period End Stockholders’ Equity . ............ $9,002,241 $8,881,079 $1,478,489 $1,514,053 $1,437,008

Less: Goodwill and Identifiable Intangible Assets. . 6,032,207 6,029,011 423,259 423,464 427,274
Period End Stockholders’ Equity Less i ' '

Intangibles. .. .................;"..... $2970034 $2,852,068 3$1055230 $1,090,589 $1,009,734
End of Period Shares Qutstanding .. ........ - 467,016 472,843 228,783 238,135 244,333
Tangible Book Value . .. .. .............. ... $ 7 636 3 6.03 3 4.61 % 458 3 413

Item 7 — Management’s Discussion and Analysis of Financial Condition and Results of Operations

Unless specifically stafed otherwise, all references to 2005, 2004 and 2003 refer to our fiscal year ended. When
we use the terms “North Fork”, “we”, “us” and “our” we mean North Fork Bancorporation, Inc. and its subsidiaries.

In this discussion, we have included statements that may constitute “forward looking statements” within the
meaning of the Private Securities Litigation Reform Act of 1995. These forward looking statements are not
historical facts but instead represent only our beliefs regarding future events, many of which by their nature, are
inherently uncertain and beyond our control. These statements relate to our future plans and objectives, among other
things. By identifying these statements for you in this manner, we are alerting you to the possibility that our actual
. results may differ, possibly materially, from those indicated in the forward-looking statements. Additional
information and examples of statements that may constitute forward-looking statements and important risk factors

16




which could cause our results to differ from those indicated can be found elsewhere in this Form 10-K, in the section
entitled “Forward-Looking. Statements™,

Business Overview

North Fork Bancorporation, Inc. is a regional bank holding company organized under the laws of the State of
Delaware and registered as a “bank holdirig company” underthe Bank Holding Company Act of 1956, as amended.
It is not a “financial holding company” as defined under the federal law.- We are committed to providing superior
customer service, while offering a full range of banking products and financial s€rvices, to both our-consumer and
commercial customers. Our primary subsidiary, North Fork Bank, operates from 353 retail bank branches in the
New York Metropolitan area. We also operate a nationwide mortgage business GreenPoint Mortgage Funding Inc.
(“GreenPoint Mortgage” or “GPM”). Through our other non-bank subsidiaries, we offer-financial products and
services to our customers including asset management, securities brokerage, and the sale of alternative investment
products. We also operate a second subsidiary bank, Superior Savmgs of New England ‘N. A wh1ch focuses on
telephomc and medla based generation of deposits.

In 2004 we completed two strateglcally 1mportant and accretive acqu151t10ns .more than doubling our total
assets, expanded our geographic presence in northern and central New Jersey and transformed our institution into
one of the twenty largest banking organizations in the United States with $58 billion in assets at December 31, 2005.

On March 12, 2006, North Fork announced that it had entered into an Agreement and Plan of Merger with
Capital One Financial Corporation (Capital One) pursuant to which North Fork would merge with and into Capital
One, with Capital One continuing as the surviving corporation. Capital One, headquartered in McLean, Virginia, is
a financial holdmg company whose banking and non-banking subsidiaries market a variety of financial products
and services. Its primary products and services offered through its subsidiaries include credit.card products, deposit
products, consumer and commercial lending, automobile and other motor vehicle financing, and a variety of other
financial products and services to consumers, small business and commermal clients.

Subject to the terms and conditions of the merger agreement, éach holder of North Fork common stock will
have the right, subject to proration, to elect to receive, for each share of North Fork common stock, cash or Capital
One common stock, in either case having a value equal to $11.23 plus the product of 0.2216 times the average
closing sales price of Capital One’s common stock for the five trading days immediately preceding the merger date.
Based on Capital One’s closing NYSE stock price of $89.92 on March 10, 2006, the transaction is valued at $31.18
per North Fork share, for a total transaction value of approximately $14.6 billion. North Fork stock options vest
upon a change in control and will be converted into options on shares of Cap1tal One’s common stock in connection
with the closing, if not exercised before that time. North Fork’s restricted shaIes outstanding also vest upon a change
in control. Each outstanding North Fork restricted share will be converted into the right to receive the per share
merger consideration elected by the holder of the North Fork restricted share, subject to proration.

The merger is subject to certain conditions, including approval by North Fork stockholders and Capital One
stockholders, receipt of regulatory approvals and other customary closing conditions, and is expected to close in the
fourth quarter of 2006.

Our operatmg activities are divided into two primary business segments Retail Banking and Mongage
Banking: -

Retail Banking — Retail banking is conducted principally through North Fork Bank. North Fork Bank
operates 353 branches located in the New York Metropolitan area, through which we provide a full range of
banking products and services to both commercial and consumer clients. We are 4 significant provider of
commercial and commercial real estate loans, multi-family mortgages, construction and land development
loans, asset based lending services, lease financing and business credit services, including lines of credit. Our
consumer lending operations emphasize indirect automobile loans. We offer our customers a complete range
of deposit products through our branch network and on-line banking services. We provide our clients, both
commercial and consumer, with a full complement of cash management services including-on-line banking,
and offer directly or through our securities-and insurance affiliates: a full selection of alternative investment
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- products. We also provide trust, investment management and custodial services through North Fork Bank’s
Trust Department and investment advisory services through our registered investment advisor.

Revenue from our retail banking operations, principally net interest income, is the difference between the
interest income we earn on our loan and investment portfolios and the cost of funding those poﬁfolios. Our
primary source of such funds are deposits and collateralized borrowings. We also earn income from fees
charged on the various deposit and loan products. Other income includes the sale of alternative investment
products (mutual funds and annuities), trust services, discount brokerage and investment management. The
primary delivery channel for these products is the retail bank’s branches.

We actively participate in community development lending, both through North Fork Bank and through a
. separate community development subsidiary.

Mortgage Banking — Our mortgage banking segment originates, sells and services a wide variety of
mortgages secured by 1-4 family residences and small commercial properties. Most loans are originated
through a national wholesale loan broker and correspondent lender network. We offer a broad range of
mortgage loan products, to provide maximum flexibility to borrowers, including Jumbo A, specialty,
conforming agency mortgage loans, home equity loans and commercial loans. Originations are generally
sold into the secondary market and, from time to time, are securitized if market conditions warrant such
execution. Certain products including commercial mortgages, are retained in the Bank’s loan portfolio. We
have established loan distribution channels with various financial institutions including banks, investment
banks, broker-dealers, and real estate investment trusts (REITs), as well as both Fannie Mae and Freddie Mac.
During 2005, we originated $42.3 billion and sold $37.1 billion in loans at an average gain on sale totaling
116 basis points. The composition of total loan originations was: 45% Specialty, 35% Jumbo A, 13% Home
Equity and 7% Agency. Option ARMs, both Alt-A and Jumbo A, accounted for 30% of originations during
2005. All option ARM originations are sold into the secondary market, servicing released. Mortgage
originations for new purchases represented 48% of production in 2005. The weighted average FICO score
for all originations was 720. We do not originate sub prime loans, nor will we sacrifice quality to drive
origination volume and gain on sales.

GPM also engages in mortgage loan servicing, which includes customer service, escrow adrni_ﬁistratiqn,
default administration, payment processing, investor reporting and other ancillary services related to the
general administration of mortgage loans. As of December 31, 2005, GPM’s mortgage loan servicing portfolio
consisted of mortgage loans with an aggregate unpaid principal balance of $50.1 billion, of which $33.3 billion
was serviced for investors other than North Fork. Loans held-for-sale totaled $4.4 billion, while the pipeline
was $5.3 billion ($2.4 billion was covered under interest rate lock commitments) at December 31, 2005.

The following table sets forth a summary reconciliation of each business segment’s contribution to consol-

idated -pre-tax earnings as reported:

Segment Results

Summary Consolidated Net Income 2005 Contribution %

(Dollars in thousandé)

 Retail BANKING . .+« v eeee e $782476  © 82%
'Mortgage Banking(l) .. ..o o 157,608 ' 17
Gain on Sale of Other Investment(2) . ................ P . 8763 . 1

Consolidated Net Income . ... ............. . . ... $948,847 - 100%

(1). Excludes net inter-company activity of $28.0 million.

(2} Represents a gain on sale, net of tax from our minority interest in a-non-public finance entity,
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Estimates

QOur significant accounting polices are described in Item 8, Notes to Consolidated Financial Statement,
Note 1 — “Business and Summary of Significant Accounting Policies”. Some of these policies require us to make
estimates and assumptions are based on difficult, complex or subjective judgments, -of which some are inherently
uncertain and can materially affect asset and liability valuations, revenues and expense levels, contingent assets and
liabilities and disclosures. We have established certain policies and procedures to ensure that the information used
in these estimates and assumptions.is appropriate.

Critical Accounting Policies

" We have identified four accounting policies that are critical to the presentation of our financial statements and
that require critical accounting estimates, involving s1gn1ﬁcant valuatlon adjustments, on the part of management.
The following is a descr1pt1on of those policies:

Provision and Allowance for Loan Losses

. The allowance for loan losses is available to. cover probable losses inherent in the loans held-for-investment
portfolio. Loans held-for-investment, or portions thereof, deemed uncollectible are charged to the allowance for
loan losses, while recoveries, if any, of amounts previously charged-off are added to the allowance. Amounts are
charged-off after giving consideration to such factors as the customer’s financial condition, underlying collateral
values and guarantees, and general economic conditions.

The evaluation process for determining the adequacy of the allowance for loan losses and the periodic
provisioning for estimated losses is undertaken on a quarterly basis, but may .increase in frequency should
conditions arise that weuld require our prompt attention. Conditions giving rise to such action are business
combinations or other acquisitions or dispositions of large quantities of loans, dispositions of non-performing .and
marginally performing loans by bulk sale or any development which may indicate an adverse trend. Recognition is
also given to the changing risk proﬁle resulting from business combinations, customer performance, results' of
ongomg credit-quality momtorlng processes and the cyclical nature of economlc and business’ condlttons

The loan portfolio is categonzed accordmg to collateral type, loan purpose or borrower type (i.e. commercial,
consumer). The categories used include Multi-Family. Mortgages; Residential 1-4 Family Mortgages, Commercial
Mortgages, Commercial and Industrial, Consumer, and Construction and Land, which are more fully described in
the section entitled Management’s Discussion and Analysis, — “Loans Held-for-Investment.” An important
consideration is our concentration of real estate related loans. -

The methodology employed for assessing the adequacy of the allowance consists of the following criteria:

* Establishment of reserve amounts for specifically identified criticized loans, including those arising from
business combinations and those designated as requiring special attention by our internal loan rev1eW
program, or bank regulatory examinations (spec1flc allowance method)

* .An allocation to the remaining loans giving effect to historical losses experienced in each loan category,
cyclical trends and current economic conditions which may impact future losses (loss experience factor
method).

The initial allocation or specific-allowance. methodology commences with loan officers and underwriters
grading the quality of their loans on a risk classification scale ranging from 1 — 8. Loans identified as below
investment grade are referred to our independent Loan Review Department (“LRD”) for further analysis and
~ identification of those factors that may ultimately affect the full recovery or collectibility of principal and/or
interest. These loans are subject to continuous review and monitoring while they remain in a criticized category.
Additionally, LRD is responsible for performing periodic reviews of the loan portfolio independent from the
identification process employed by loan officers and underwriters. Loans that fall into criticized categories are
further evaluated for impairment in accordance with the provisions of Statement of Financial Accounting Standards
{**SFAS”) No. 114, “Accounting by Creditors for Impairment of a Loan.” The portion of the allowance allocated to
impaired loans is based on the most appropriate of the following measures: discounted cash flows from the loan
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using the loan’s effective interest rate, the fair value of the collateral for collateral dependent loans; or the
observable market price of the 1mpa1red loan

The remaining allocation applies a category specific loss experience factor to loans which have not been
specifically reviewed for impairment, including smaller balance homogeneous loans that we have identified as
residential and consumer, which-are not specifically reserved for impairment. These category specific factors give
recognition -to our historical loss experience, as well as that of acquired businesses, cyclical trends, current
economic conditions and our exposure to real estate values. These factors are reviewed on a quarterly basis with
senior lenders to ensure that the factors applied to each loan category are reflective of trends or changes in the
current business environment which may affect these categories. : -

Upon completion-of both allocation processes, the specific and loss experience factor method allocations are
combined, producing the allocation of the allowance for loan losses by loan category. Other factors,used to evaluate
the adequacy of the allowance for loan losses include the amount and trend of criticized loans, results of regulatory
examinations, peer group comparisons and economic data associated with the relevant markets, specifically the
local real estate market. Because many loans depend upon the sufficiency of collateral, any adverse trend in the
relevant real estate markets could have a significant adverse effect on the quality of our loan portfolio. This may lead
management to consider that the overall allowance level should be greater than the amount determmed by the
allocation process descnbed above. oo ‘ co

Accounting for Derivative Financial Instruments

Derivative financial instruments are recorded at fair value as either assets or liabilities on the balance sheet.
The ‘accounting for' changes in the fair value of a derivative instrument is detérmined by whether it has been
designated and qualifies as part of a hedging relationship and on the type of hedging relationship. Transactions
hedging changes in the fair value of a recognized asset, liability, or firm commitment are classified as fair value
hedges. Derivative instruments hedging exposure to variable cash flows of recogmzed assets liabilities or
forecasted transactions are classified as cash flow hedges : -

Falr value hedges result in the 1mmed1ate recogmtlon through eammgs of gams or losses on the derivative
instrument, as well as correspondlng losses or gains on the hedged financial instrument to the extent they are
attributable to the hedged risk. The gairi or loss on the effective portion of a-derivative instrument designated as a
cash flow hedge is reportéd as a component of other comprehersive income, and reclassified to earnings in-the same
period that the hedged transaction affects earnings. The gain or loss on the ineffective portion of the derivative
instrument, if any, is recognized in earnings for both fairvalue and cash flow hedges. Derivative instruments not
qualifying for hedge accounting treatment are recorded at fair value and classified as trading assets or liabilities with
the resyltant changes in fair. value recognized in earnings during the period of, change.

In the event of early terrmnatlon of a derivative contract, previously designated as part of a cash.flow hedgmg
relauonshlp, any resulting gain or loss is deferred as an adjustment to the carrying value of the assets or liabilities,
against which the hedge had been designated with a corresponding offset to other comprehenswe income, and
reclassified to earnings over the shorter of the remaining life of the designated assets or liabilities, or the derivative
contract. However, if the hedged item is no longer on balance sheet (i.e.’sold or canceled), the derivative gain or loss
is immediately reclassified to earnings. ‘ :

As part of our mortgage banking operations, we enter into commitments to originate or purchase loans
whereby the interest rate on'the loan is determined prior to funding (“interest rate lock commitment”). Interest rate
lock commitments related to loans that we intend to sell in the.secondary market are considered free-standing
derivatives. These derivatives are required to be recorded at fair value, with changes in fair value recorded in-current
period earnings. In accordance with Staff Accounting Bulletih No. 105, “Application of Accounting Principles to
Loan Commitments”, interest rate-lock commitments are initially valued at zero. Changes in fair value subsequent
to inception are based on changes in the fair value :of loans with similar characteristics and changes in the
probability that the loan will fund within the terms of the commitment, which is affected primarily by.changes in
interest rates and passage of time. In general, the probability that a loan will fund increases if mortgage rates rise and
decreases if mortgage rates fall. The initial value inherent in the loan commitment at ongmatlon is recognized
through gain on sale of loans when the underlying loan is sold.- - -
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We are expc;sed to interest rate risk from the time an interest rate lock commitment is made to a borrower to the
time the resulting mortgage loan is sold in the secondary market. To manage this risk, we use derivatives, primarily
forward sales contracts on mortgage backed securities and forward delivery commitments, in an amount equal to the
portion of interest rate contracts expected to close. The duration of these derivatives are selected to have the changes
in their fair value correlate closely with the changes in fair value of the interest rate lock commitments on loans to be
sold. These derivatives are also required to be recorded at fair value, with changes in fair value recorded in current
period earnings.

Representation and Warranty Reserve

The representation and warranty reserve is available to cover probable losses inherent with the sale of loans in
the secondary market. In the normal course of business, certain representations and warranties are made to investors
at the time of sale, which permit the investor to return the loan to the seller or require the seller to indemnify the
investor (make whole) for any losses incurred by the investor while the loan remains outstanding.

The evaluation process for determining the adequacy of the representation and warranty reserve and the
periodic provisioning for estimated losses is performed for each product type on a quarterly basis. Factors
considered in the evaluation process include historical sales volumes, aggregate repurchase and indemnification
activity and actual losses incurred. Additions to the reserve are recorded as a reduction to the gain on sale of loans.
Losses incurred on loans where we are required to either repurchase the loan or make payments to the investor under
the indemnification provisions are charged against the reserve. The representation and warranty reserve is 1ncluded
in accrued expenses and other liabilities in the consolidated balance sheet.

Mortgage Servicing Rights

The right to service mortgage loans for others, or Mortgage Serv1c1ng Rights (“MSRs”), is recognized when
mortgage loans are sold in the secondary market and the right to service those loans for a fee is retained. The MSRs
initial carrying value is determined by allocating the recorded investment in the underlying mortgage loans between
the assets sold and the interest retained based on their relative fair values at the date of transfer. Fair value of the
MSRs is determined using the present value of the estimated future cash flows of net servicing income. MSRs are
carried at the lower of the initial carrying value, adjusted for amortization, or fair value. MSRs are amortized in
proportion to, and over the period of, estimated net servicing income. The amortization of MSRs is periodically
analyzed and adjusted to reflect changes in prepayment speeds. ‘

To determine fair value, a valuation model that calculates the present value of estimated future net servicing
income is utilized. We use assumptions in the valuation model that market participants use when estimating future
net servicing income, including prepayment speeds, discount rates, default rates, cost to service, escrow account
earnings, contractual servicing fee income, ancillary income and late fees.

MSRs are periodically evaluated for impairment based on the difference between the carrying amount and
current fair value. To evaluate and measure impairment, the underlying loans are stratified based on certain risk
characteristics, including loan type, note rate and investor servicing requirements. If it is determined that temporary
impairment exists, a valuation allowance is established through a charge to earnings for any excess of amortized
cost over the current fair value, by risk stratification. If determined in future periods that all or a portion of the
temporary impairment no longer exists for a particular risk stratification, the valuation allowance is reduced by
increasing earnings. However, if impairment for a particular risk stratification is deemed other-than-temporary
{recovery of a recorded valuation allowance is remote), a-direct write-down, permanently reducing the carrying
value of the MSRs is recorded. The periodic evaluation of MSRs for other-than-temporary impairment considers
both historical and projected trends in interest rates, payoff activity and whether 1mpa1rment could be recovered
through increases in market interest rates. - :

Financial Overview

* In reading management’s discussion and analysis consideration should be given to the GreenPoint and TCNJ
acquisitions and their impact on comparative operating results. Net income for 2005 was $948.8 million or diluted
earnings per share of $2.01 as compared to $553.0 million or diluted earnings per share of-$1.85 for 2004. Returns
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onraverage tangible assets and average tangible equity for 2005 were 1.81% and 31.02%, respectrvely as compared
to 1.82% and 33.88%, respectively for 2004. : »

Major accomplishments achieved during 2005 include the following:

¢ Increased net income 72% for 2005 compared to 2004, with a 9% increase in diluted earnings per share
* Experienced 30% growth in commercial loans

» Reduced non-performing assets 77%

* Originated $42.3 billion in loans through our mortgage banking subsidiary

’ Increaeed quarterly cash dividenris i4% to $;25 per common share

+ Initiated a balance sheet reposmonmg and capital management program due to the prevalhng interest rate
envrronment .

+.Redeployed excess capital by repurchasing 14.9 million shares at an average cost of $26.24

« Successfully integrated GreenPoint’s systems and operations

Balance Sheet Repositioning

In response to the Federal Reserve Bank raising short-term interest rates, while long-term rates remained fairly
constant, we reevaluated our asset/liability strategy. To stabilize the net interest margin, which has been declining
and reduce our interest rate risk exposure, we liquidated lower yielding assets through portfolio sales and cash
flows. The liquidity generated throughout 2005 was utilized to repay short-term borrowmgs fund commercral loan
growth and redeploy excess capltal through share repurchases. :

This balance sheet repositioning started in the second.quarter of 2005 with the sale of $2.4 billion in securities
and residential loans held-for-investment. As this interest rate environment persisted throughout the remainder of
2005, we continued to reduce lower yielding assets through portfolio cash flows. In 2003, securities and borrowings
declined by $4.2 billion and $5.0 billion, respectively, while commercial loans grew by $2.5 billion. Commercial
loans represented 33% of total loans at December 31, 2005 compared to 28% in the prior period. In addition, we
reduced our reliance on residential mortgage loans during the year. Residential mortgages represented 45% of total
loans at December 31, 2005 compared to 51% at December 31, 2004. We also repurchased 14.9 million shares at an
average price of $26.24 during 2005. As a result of this strategy, we have elected to reduce current earnings in
exchange for a more prudent balance sheet. We anticipate this strategy will remain unchanged in the near term.

It is important to note that future net interest income, margin trends and eamrngs per share trends will.continue
to be dependent upon the magnitude of commercial loan demand, deposit growth and the movement of market
interest rates. Future operating results will also be impacted by trends in the overall economy.

Net Interest Income

Net interest income is the difference between interest income earned on assets, such as loans and securities and
interest expense paid on liabilities, such as deposits and borrowings. It constituted 72% of total revenue (defined as
net interest income plus non-interest income) during 2005. Net interest -income is affected by the level and
composition of assets, liabilities and equity, as well as the general level of interest rates and changes in interest rates.

Net interest margin is determined by dividing tax equivalent net interest income by average interest-earning
assets, The interest rate spread is the difference between the average equivalent yield earned on interest-earning
assets and the average rate paid on interest bearing liabilities. The net interest margin is generally greater than the

primarily demand deposits, and stockholders’ equity.
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The following table presents an analysis of net interest income by each major category of interest earning
assets and interest-bearing liabilities for the years ended December 31,

2005 2004 . 2003

Average . Average Average ’ Average Average . Average
Balance Interest = Rate Balance Interest Rate Balance Interest Rate

(Dollars in thousands) -
Interest Earning Assets:

Loans Held-for-Sale(2). . .. ... $ 5,342,825 $ 285,221 534% $ 1,228,540 $ 64,391 524% $ — $ — —%
Loans Held-for-Investment (2) . . 32,285,735 1,887,767 5.85 18,014,203 1,081,681 6.00 11,794,243 790,688 6.70
Securities(1). ... ... ... 13,505,272 650,895 4.82 10,002,003 -460,169 4.60 7.955,837 344,141 433
Money Market Investments . . . . 61,888 2,453 3.96 241,198 3,625  1.50 64,505 813 1.26
. Total Interest Earning )

Assets. .. ... ... .. 51,195,720 2,826,336 5.52% 29,485,944 1,609,866 546% 19,814,585 1,135,642 5.73%
Non-Interest Earning Assets:
Cash and Due from Banks . ... 1,022,408 702,192 441,839
Other Assets . ............ 7,436,823 ) 2,712,004 1,079,647

Total Assets . ..........: $59,654,951 ’ $32,900,140 ) $21,336,071

Interest Bearing Liabilities:
Savings, NOW & Money Market

Deposits. . .« vvii e $21,405,963 $ 345622 1.61% $12,412,698 $ 113,082 91% $ 7,527,161 $ 58,008  .77%
Time Deposits . ... ........ 7,951,771 179,630 2.26 4,287,479 66,056 1.54 2,961,129 54,127 1.83
~ Total Savings and Time ‘ )
Deposits . .. .......... 29,357,734 525,252 1.79 16.700,177 179,138 1.07 . 10,488,290 112,135 1.07
Federal Funds Purchased &
Collateralized Borrowings . .. 11,552,017 363,430 3.15 5,915,714 187,008 3.16 4,524,192 150,724 3.33
Other Borrowings . .. ...... . 1,495,180 79,918 5.35 937,519 36,785 392 770,069 32,530 422
Total Borrowings . . . ... ... 13,047,197 443348 340 6,853,233 223793 3.27 5,294,261 183,254 346
Total Interest Bearing
Liabilities . . .. .. ...... 42,404,931 968,600 2.28 23,553,410 402,931 1.71 15,782,551 295,389  1.87
Interest Rate Spread. . .. ... .. 3.24% 3.75% 3.86%
Non-Interest Bearing Liabilities: e
Demand Deposits .. ........ 7,368,665 5,239,157 3,678,290
Other Liabilities . ... ....... 720,662 423,048 : 359,457
Total Liabilities . . ... I, 50,494,258 29,215,615 19,820,298
Stockholders’ Equity . . ... ... 9,160,693 ) 3,684,525 1,515,773
~Total Liabilities and . ' o
Stockholders” Equity . . . . . $59,654,951 $32,900,140 $21,336,071
Net Interest Income and Net
Interest Margin(3) ... ..... 1,857,736 3.63% 1,206,935  4.09% 840,253 4.24%
Less: Tax Equivalent : .
Adjustment. . .. ... ...... (47,855) (31,714) (24,739)
Net Interest Income . . .. .. ... ‘ $1,809,881 - $1,175,221 $ 815,514

(1) Unrealized gains/(losses) on available-for-sale securities are included in other assets.

(2) For purposes of these computations, non-accrual loans are included in both loans held-for-sale and loans held-for-investment, net, Average
loans held-for-sale and related interest income during 2003 was not meaningful.

(3) Interest income on a tax equivalent basis includes the additional amount of income that would have been earned if investments in tax exempt
money market investments and securities, state and municipal obligations, non-taxable loans, equity and debt securities, and U.S. Treasuries
had been made in securities and loans subject to Federal, State, and Local income taxes yielding the same after tax income. The tax
equivalent amount for $1.00 of those aforementioned categories was $1.78, $1.72, $1.57, $1.27 and $1.05 during 2005; $1.77, $1.69, $1.63,
$1.22 and $1.08 during 2004, and $1.77, 31.66, $1.55, $1.23 and $1.08 during 2003..
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The following table highlights, on a tax equivalent basis, the relative impact on net interest income brought
about by changes in average interest earning assets and interest bearing liabilities as well as changes in average rates
on such assets and liabilities. Due to the numerous simultaneous volume and rate changes during the periods
analyzed, it is not possible to precisely allocate changes due to volume or rate. For presentation purposes, changes
which are not solely due to volume changes or rate changes have been allocated to these categories based on the
respective percentage changes in average volume and average rates as they compare to each other.

2005 vs. 2004 2004 vs. 2003
Change In . Change In )

. Average Average Net Interest Average Average  Net Interest
Years Ended December 31, Volume Rate Income Volume Rate Incqme
(In thousands) ‘
Interest Income from Earning Assets: . :
Loans Held-for-Sale ............ $.219615 $ 1215 % 22(_),830 $ 64391 $ —  $ 64,391
Loans Held-for-Investment . ...... 835,179 (29,093) 806,086 380,668 (89,675) 290,993
Securities .. .................. 167,926 22,800 190,726 93,798 22,230 : 116,028
Money Market Investments . ... ... (4,073) 2,901 (1,172) 2,628 184 2,812

Total Interest Income. .......... 1,218,647 2,177y 1,216,470 . 541,485 (67,261) 474,224
Interest Expense on Liabilities: : o
Savings, NOW & Money Market _

Deposits .. ...........o ... ' $ 112,556 $119,984 $ 232,540 $ 43,005 $ 12,069 § 55,074
Time Deposits. . ............... " 73487 40,087 113,574 21,367 (9,438) 11,929
Federal Funds Purchased and . ,

Collateralized Borrowings . . .. .. 177,609 (1,187) 176,422 47,255  (10,971) 36,284
Other Borrowings .........0.... 26,818 16,315 ‘43,133 5,478 (1,223) - 4,255

Total Interest Expense . . . A . 3 ‘390,470 175,199 565,669 117,105 (9,563) 107,542
Net Change in Net Interest '

Income ............... o $ 828,177 $(177,376) $ 650,801 $424,380 $(57,698) $366,682

During 2003, net interest income rose $634.7 million or 54% to $1.8 billion when compared to $1.2 billion in
2004, while the net interest margin declined 46 basis points from 4.09% to 3.63%. Net interest income growth
resulted primarily from the GreenPoint and TCNIJ acquisitions, commercial loan growth funded with core deposits
(especially demand deposits) and to a lesser extent higher securities yields. Factors contributing to the decline in net
interest margin included: (a) the 2004 acquisitions of GreenPoint and TCNJ, as both companies historically
operated with net interest margins significantly lower than ours; (b) the impact of higher short-term interest rates on
our funding costs (both deposits and borrowings); (c) the pressure placed on interest earning asset yields due to the
flat yield curve and; (d) the impact of intense competition on deposit and loan pricing.

Interest income during 2005 increased $1.2 billion to $2.8 billion compared to the prior year. During this same
period, the yield on average interest earning assets increased 6 basis points from 5.46% to 5.52%.

During 2003, average loans held-for-sale were $5.3 billion, with an average yield of 5.34%, resulting from
GPM’s first full year of operations as part of North Fork. Period end loan balances totaled $4.4 billion and were
funded principally with short-term borrowings. The yield and level of loans held-for-sale will fluctuate with
changes in origination volumes and timing of loan sales. ‘

Loans held-for-investment averaged $32.3 billion for 2005 representing an increase of $14.3 billion or 79%
from 2004, while yields declined 15 basis points to 5.85%. A significant portion of the growth in average loans held-
for-investment was due to the GreenPoint and TCNJ acquisitions. The acquired loan portfolios were concentrated in
lower yielding residential mortgages, as compared to commercial loans, due to their risk profile, thereby
contributing to the decline in loan yields. Since December 31, 2004, actual loan growth was $2.8 billion or
9% and resulted principally from higher yielding commercial loan growth. As of December 31, 2005 our loans
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held-for-investments: to deposits ratio ‘was 90%, demonstrating our continued ability to fund loan growth with
deposits: (See Financial Condition — Loans Held-For-Investment section for additional information). .

Securities averaged $13.5 billion for 2005, representing a $3.5 billion or 35% increase from the prior year. The
increase in securities resulted from the 2004 acquisitions. At December 31, 2005, securities were $11.4 billion; a
decrease $4.2 billion or 27% when compared to Decémber 31, 2004. This decline was due to-our balance-sheet and
capital management program previously discussed. Yi€lds improved 22 basis points to 4.82%, as we sold lower
yielding securities and opportunistically reinvested in securities at current market interest rates.

Average interest bearing liabilities rose $18.9 billion to $42.4 billion, whilé overall funding costs increased
57 basis points to 2.28% during 2005. The increase in the interest bearing liabilities resulted from the 2004
acquisitions and significant organic deposit growth. The increase in funding costs was attributable to higher costing
retail depqéits acquired from GreenPoint, an increase in market interest rates, and the impact of intense compe-
titions for deposits in our market. :

Average demand deposits grew $2.1 billion or 41% to $7.4 billion in 2005. This growth is attributable to strong
commercial loan activity which enhanced our net interest income and margin. Total demand deposits contributed
. 45 basis points to our net interest margin this year compared to 46 basis points in 2004. At year end, demand
deposits represented 21% of total deposits. Average Savings, NOW and Money Market (“Core”) deposits increased
$9.0 billion or 72% to $21.4 billion, while the corresponding cost of funds rose 70 basis points to 1.61%. The
increase in funding costs was attributable to higher costing retail deposits acquired from GreenPoint, rising short-
term interest rates and intense competltlon for deposits in our markets. Continued growth in core deposits was due
in large measure to our focused effort on expanding the existing branch network, developing long-term deposit
relationships with borrowers as demonstrated by commercial loan growth, the use of incentive compensation plans,
and the introduction of new cash management products and services. Core deposits have traditionally provided us
with ‘a low cost funding source, benefiting our net interest margin and income. Average time deposits grew
$3.7 billion or 85% to $8.0 billion, while the corresponding cost of funds increased 72 basis points to 2.26%. These
increases were due to the acqulsmons and the 1mpact of higher short- term interest rates.

Average federal funds purchased and collateralized borrowings rose $5.6 billion in 2005, while the cost of
funds remained unchanged. This increase resulted from the funding requirements of loans held-for-sale. Accord-
ingly, borrowing levels will fluctuate with the size of the loans held-for-sale portfolio. At December 31, 2005,
actual federal funds purchased and collateralized borrowings declined $4.9 billion to $9.7 billion as compared to the
'same period of 2004, due to our balance sheet and capital management program znd depos1t growth. The use of
‘interest rate swaps mcreased 1nterest expense by approximately $2.6 million and $8.0 m1111on in 2005 and 2004
respectively.

. Average other borrowings increased $557.7 million to $1.5 billion in 2005, while.the cost of funds rose
143 basis points to 5.35%. The increase in other borrowings resulted from the assumption of long-term debt from
GreenPoint ($350 million in senior notes ,-$200 million in junior subordinated debt, and $150 million in
subordinated debt). The use of interest rate swaps decreased interest expense by $8. 7 rmlhon and $22.9 million,
respectively, during 2005 and 2004

Provision and Allowance for Loan Losses

The allowance for loan losses is available to cover probable losses inherent in the current loans held-for-invest-
ment portfolio. Loans held-for-investment, or portions theréof, deemed uncollectible are charged to the allowance
for loan losses, while recoveries, if any, of amounts previously charged off are added to the allowance. Amounts are
charged off after giving consideration to such factors as the customer’s financial condition, underlying collateral
values and guarantees, and general economic conditions.

The evaluation process for determining the adequacy of the allowance for loan losses and the periodic
provisioning for estimated losses is undertaken on a quarterly basis, but may increase in frequency should
conditions arise that would require our prompt attention. Conditions giving rise to such action are business
combinations or other acquisitions or dispositions of large quantities of loans, dispositions of non-performing and
marginally performing loans by bulk sale or any development which may indicate an adverse trend. Recognition is
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also given to the changed risk profile resulting from previous business combinations, customer knowledge, results
of ongoing credit-quality monitoring processes and the cyclical nature of economic and business conditions.

The loan portfolio is categorized-according to collateral type, loan purpose or borrower type (i.e. commercial,
consumer). The categories used include Multi-Family Mortgages, Residential Mortgages, Commercial Mortgages,
Commercial and Industrial, Consumer, and Construction and Land, which are more fully described in the section
entitled Management’s Discussion and Analysis — *Loan Portfolio.” An important consideration is our concen-
tration of real estate related loans.

The methodology employed for assessing the appropriateness of the allowance consists of the following
criteria: C

+ Establishment of reserve amounts for specifically identified criticized loans, including those arising from
business combinations and those designated as requiring special attention by our internal loan review
program, or bank regulatory examinations (specific-allowance method).

» An allocation to the remaining loans giving effect to historical losses experienced in each loan category,
cyclical trends and current economic conditions which may 1mpact future losses (loss experlence factor

method).

The initial allocation or specific-allowance methodology commences with loan officers and underwriters
grading the quality of their loans on a risk classification scale ranging from 1-8. Loans identified as below
investment grade are referred to our independent Loan Review Department (“LRD”) for further analysis and
identification of those factors that may ult1mately affect the full recovery or collectibility of principal and/or
interest. These loans are subJect to continuous review and monitoring while they remain in a criticized category.
Add1t10nally, LRD is responsible for performing perlodlc reviews of the loan portfolio independent from the
identification process employed by loan officers and underwriters. Loans that fall into criticized categories are
further evaluated for impairment in accordance with the provisions of Statement of Financial Accounting Standards
No. 114, “Accounting by Creditors for Impairment of a Loan.” _The portion of the allowance allocated to impaired
loans is based on the most appropriate of the following measures: discounted cash flows from the loan using the
loan’s effective interest rate, the fair value of the collateral for collateral dependent loans, or the observable market

price of the impaired loan.

The remaining allocation apphes a category specific loss experience factor to loans which have not been
.spec1ﬁcally reviewed for 1mpaument including smaller balance homogeneous loans that we have identified as
residential and consumer, which are not spe01f1cally reserved for impairment. These category specific factors give
recognition to our historical loss experience, as well as that of acquired businesses, cyclical trends, current
economic conditions and our exposure to real estate values. These factors are reviewed on a quarterly basis with
senior lenders to ensure that the factors applied to each loan category are reflective of trends or changes in the
current business environment which may affect these categories.

Upon compleuon of both allocation processes, the specific and loss experience factor method allocations are
combined, producing the allocation of the allowance for loan losses by loan category reflected in the table below.
Other factors used to evaluate the adequacy of the allowance for loan losses include the amount and trend of
criticized loans, results of regulatory examinations, peer group comparisons and economic data associated with the
relevant markets, specifically the local real estate market. Because many loans depend upon the sufficiency of
collateral, any adverse trend in the relevant real estate markets could have a significant adverse effect on the quality
of our loan portfolio. This information may lead management to consider that the overall allowance level should be
greater than the amount determmed by the allocation process described above.




The following table presents the allocation of the allowance for loan losses and the related percentage of loans
in each category to total loans held-for-investment.

% of % of . % of % of % of

. . Loans . Loans Loans Loans Loans
Allowance For 2005 to Total =~ 2004 to Total 2003  to Total 2002  to Total 2001  to Total
Loan Losses . Amount Loans Amount Loans © Amount Loans Amount Loans Amount - Loans

(Dollars in thousands)
Multi-Family Mortgages. . $ 12,054  15% $'10913 14% $ 9162 29% $ 9093 32% $ 8577 33%

Residential Mortgages . . . . 60427 45 65,130 51 15,039 © 20 16,592 22 17,741 26

Sub-Total . ..., 72481 60 76043 65 . 24201 49 25685 54 26318 59
Commercial Mortgages . . . 47,549 19 37,085 18 28,583 23 22,625 19 23,588 17
Commercial and

Industrial .. ......... 57,737 14 38,799 10 33,719 17 29,489 16 22,710 14
Consumer. . ........... 31,774 5 37,840 5 22,134 9 20,537 9 17,525
Construction and Land . . . . 8,293 2 4,802 2 6,234 2 6,273 2 5,535 2
Unallocated . .......... 105 — 16,528 — 7,862 — 10,386 — 8,125 —

Sub-Total ........... 145458 40 135,054 35~ 98,532 51 89,310 46 77,483 41

Total. .. .......... $217,939 100% $211,097 .100% $122,733 100% $114,995 100% $103,801 100%

The folloWing tables presents the impact of allocating the allowance for loan losses into our two primary
portfolio segments for the years ended,

December 31, 2005

Residential & Commercial &

Total Multi-Family All Other Loans
(Dollars in thousands) ) )
Loans Held-for-Investment . . . . . FO $33,232,236  $19,928,325 $13,303,911
Allowance for Loan Losses . .................. 217,939 72,481 145,458
Non-Performing Lbans Held-for-Investment . ...... 31,017 19,865 11,152
Allowance for Loan Losses to Loans-Held-for _

Investment . . ..............cuieiiieneon.. .66% 36% 1.09%

Allowance for Loan Losses to Non-Performing

Loans Held-for-Investment . ... .............. 703% 365% 1,304%

December 31, 2004

Residential & Commercial &
Total Multi-Family All Other Loans
(Dollars in thousands) i :
Loans Held-for-Investment . .. ................. $30,424,844 - $19,923 343 $10,501,501
Allowance for Loan Losses . ......... P 211,097 76,043 135,054
Non-Performing Loans Held-for-Investment .. ... .. 133,833 105,035 ’ 28,798
Allowance for Loan Losses to Loans-Held-for ' :
Investment . . . ... ... i .69% 38% 1.29%
Allowance for Loan Losses to Non- Performmg K
Loans Held-for-Investment . . ... ............. © 158% 72% 469%

The provision for loan losses totaled $36.0 million for 2005, an increase of $8.8 million from 2004. The
increase in the provision is consistent with the growth experienced in the loans held-for-investment portfolio. As of
December 31, 2005, the ratio of the allowance for loan losses to non-performing loans held-for-investment
increased to 703% when compared to 158%, at December 31, 2004, This improved coverage ratio resulted from our
success in significantly decreasing our non-performing loans, while maintaining modest net charge-offs in 2005.
Net charge-offs, as a percentage of average loans held-for-investment, was 9 basis points during 2005 compared
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with 13 basis points in 2004. The allowance for loan losses to total loan held-for-investment was 66 basis points and
69 basis points, respectively for the same period. : g

The allowance for loan losses as a percentage of total loans held-for-investment for 20035 and 2004 was
impacted by the level of comparatively low risk residential and multi-family loans acquired from GreenPoint.
Residential and multi-family loans represented 60% and 65% of the total portfolio at December 31, 2005 and 2004,
respectively. Historically, losses incurred on residential and multi-family loans have represented only a small
percentage of net charge offs. (See the table below for additional detail regarding losses by loan type).

As a result of the process employed and giving recognition to all attendant factors associated with the loan
portfolio, the allowance for loan losses at December 31, 2005 is considered to be adequate by management.

Transactions in the Allowance for Loan Losses are summarized as follows for the years ended December 31,:

2005 2004 2003 2002 2001
- (Dollars in thousands) ‘
Loans Held-for-Investment, net: )
Average Balance . . . .. P $32,285,735 $18,014,203 $11,794,243 $10,946,247 $ 9,829,856
Endof Year.................. 33,232,236 30,453,334 12,341,199 11,338,466 10,374,152
Analysis of Allowance for Loan
Losses:
Balance at Beginning of Year. . ... $ 211,097 $ 122,733 $ 114995 $ 103,801 $ 89,653
Loans Charged-Off: . .
Consumer ................... 25,136 23,590 14,701 14,794 13,626
Commercial & Industrial . . ... .. . 11,660 11,782 11,783 4,893 3,581
Commiercial Mortgages . . . . . o 1,326 29 35 1,023 535
Residential Mortgages ... ....... 6,545 1,170 102 567 509
Multi-Famity Mortgages . ....... , — ' —_ 13 - 16 2
Construction and Land. ... ... ... 137 | —_ — —_ —_
Total Charge-Offs ........... 44,804 36,571 26,634 21,293 18,253
Recoveries of Loans Charged-Off: ‘ '
COnSUMEr . .. vt v v v et 9,186 8,231 6,181 6,295 | - 6,263
Commercial & Industrial . .. ... .. 3,385 3,418 1,431 . 1:120 1,139
Commercial Mortgages .. ....... 61 878 293 ’ 37 137
Residential Mortgages . .. ... .. .. 2,964 242 208 33 126
Multi-Family Mortgages .. ... ... 49 - 9 2 —
Construction and Land. .. .. ... .. 1 — — — 88
Total Recoveries ............ 15,646 12,769 8,122 7487 7,153
Net Loans Charged-Oft. .. ... . ... 29,158 23,802 18,512 13,806. . 10,500
Provision for Loan Losses. . ....... - 36,000 27,189 26,250 25000 17,750
Allowance Acquired from Lo
Acquisitions . .......... .. ..., — 84,977 — — 6,898
Balance at End of Year ........... $ 217939 $ 211,097 $ 122,733 $- 114995 $ 103,801
Net Charge-Offs to AVerage Loans

Held-for-Investment. .. ......... . .09% A13% 16% 13% 11%

Allowance for Loan Losses to Non-
performing Loans Held- for- o o ' : ‘
Investment ...... e o - 703% 158% 920% 941% - 709%




Non-Interest Income

Non-interest income increased $457.0 million or 184% to $705.5 million for 2005 when compared to 2004, A
significant portion of the growth achieved in each component of non-interest income resulted from the 2004
acquisitions. Mortgage banking income increased $360.0 million to $420.8 million compared to $60.8 million in
2004. Mortgage banking income is comprised of gains on sales of loans held-for-sale and mortgage servicing fees,
net of amortization of mortgage servicing rights and changes for temporary impairment charges on mortgage
servicing rights and is more fully explained in the “Mortgage Banking” section of this discussion and analysis.
Customer related fees and service charges improved due to the organic growth in our commercial client base and the
impact of GreénPoint’s consumer customers. Investment management, commissions and trust fees benefited from
the acquisitions, increasing our consumer customer base and the demand for alternative investment products. Other
operating income improved $21.6 million or 67.5% to $53.6 million in 2005 due to (a) $7.0 million increase in
accretion on the net residual assets on corporate guarantees related to GreenPoint Credit LLC (See Notes to the
Consolidated Financial Statements — Note 21— for additional information); (b) $4.0 million in additional income
from Bank Owned Life Insurance Trusts; (c) $3.7 million increase in income from a minority interest in a non public
mortgage finance company acquired in the GreenPoint acquisition and; (d) $5.2 million in gains recognized from
the sale of loans held-for-investment. (See Balance Sheet and Capital Management section for additional
information). Net securities gains, were $10.1 million for 2005 compared to $12.7 million in 2004. Securities
gains were derived principally from the sale of mortgage-backed securities and certain debt and equity securities.
These gains were partially offset by a $6.0 million write-down on approximately $577.0 million in securities that
were identified as permanently impaired as of December 31, 2005. The gain on sale of other investments of
$15.1 million resulted from the sale of our minority interest in a non-public mortgage finance entity.

Non-Interest Expense

Non-interest expense was $1.0 billion during 2005 representing an increase of $469.0 million when compared
to 2004 A significant portion of the increase in non-interest expense resulted from the 2004 acquisitions. Several
additional factors also contributed to the increase in each non-interest expense category. Employee compensation
and benefits was impacted by the hiring of several senior lenders and support staff to pursue new business initiatives,
new branch openings, annual merit increases, increased health insurance costs and incentive based compensation
growth linked to deposit and fee income generation. Increases in occupancy and equipment costs of $85.9 million
and other opérating costs of $103.0 million are also due to the new branch openings, upgrades to existing branches
and facilities, technology investments, new business initiatives and support systems, and compliance costs
associated with new regulatory matters. We have made, and will continue to make, significant investments in
technology and delivery channels providing our customers with a wide array of easy to use and competitively priced
products and services. Amortization of identifiable intangibles and related core deposit intangibles from the
acquisitions. We incurred a facility and branch consolidation charges totaling $15.4 million in connection with the
GreenPoint and TCNJ conversions into North Fork.

Our effi‘ciency ratio Which remains amon'g' the lowest in the banking industry was 37.98% and 37.56% for 2005
and 2004, respectively.

Income Taxes

The effective tax rate for 2005 was 34.8% as compared to 34.2% for 2004. (See Item 8, Notes to Consolidated
Financial Statements Note 11 — “Income Taxes” for additional information).
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Mortgage Banking

The following table sets forth certain financial highlights, inclusive of inter-company transactions, for our
mertgage banking segment for the periods indicated:

For the For the
Twelve Months Twelve Months
Ended December 31, Ended December 31,
2005 2004(1)
(In thousands) ‘
Net Interest INCOME . . .. ..o\ ovovereanaenn.. ... $ 109,143 $ 42,423
Non-Interest Income: .
Gainon Sale of Loans(2) :............. ... . .... 479,314 72,285
"Mortgage Servicing Fees. .. .................... 144,102 31,080
Amortization of Mortgage Servicing Rights . . ....... (87,354) (20,841)
Temporary Impairment — Mortgage Servicing ' ,
Rights. ... .. .. (23,126) —
Other Operating TNCOME . . . ... o.vovvennen.. .. 6,791 ' 3,828
Total Non-Interest Income . .. .............. o 519,727 ) 86,352
Non-Interest Expense:
Employee Compensation & Benefits . ... .......... 188,568 43,657
Occupancy & Equipment Expense, net ............ 39,812 11,003
Other Operating Expenses. .. .......... ... .. .... 80,606 18,519
_ Total Non-Interest Expense . ....... P 308,986 73,179
Income Before Income Taxes . . ............. e 319,884 55,596
Provision for Income Taxes .................... e 134,337 19,027 -
Net Income . ... ..... e BT $ 185,547 $ 36,569

Total ASSELS .. ..ot $4,711,126 $6,488,527

(1) GreenPoint Mortgage was acquired on October I, 2004. »
(2) Includes purchase accounting adjustments of $(.5) million and $56.4 million for the years ended December 31, 2005 and 2004, respectively.

For the years ended December 31, 2005 and 2004, the mortgage banking segment recognized net income of
$185.5 million and $36.6 million, respectively. Net interest income for this segment was $109.1 million and
$42.4 million, including inter-company interest expense of $178.2 million and $23.2 million during 2005 and 2004,
respectively. Net interest income was the result of $5.3 billion and $1.2 billion in average loans held-for-sale,
yielding 5.34% and 5.24% for the years ended December 31, 2005 and 2004, respectively. The gain on sale of Joans
totaled $479.3 million and $72.3 million, including $48.2 million and $18.6 million in inter-company loan sales
during 2005 and 2004, respectively. Mortgage banking fees were $144.1 million and $31.1 million, including
$43.9 million and $3.1 million in inter-company mortgage servicing fees, for the years ended December 31, 2005
and 2004, respectively.

During 2005, a $23.1 million temporary impairment charge on mortgage servicing rights was recognized due
primarily to the adjustment of underlying loan prepayment assumptions caused by the increases in both the 2 year

and 10 year treasury yields.

Loan originations in 2005 totaled $42.3 billion, while loans sold aggregated $37.1 billion with an average gain
on sale margin of 116 basis points. The gain on sale margin was impacted by increased competition as certain of our
competitors were willing to accept lower spreads in the specialty segment to maintain volume and to offset narrower
spreads in their other product offerings. ‘

The composition of loans originationed during 2005 was: 45% Specialty, 35% Jumbo A, 13% Home Equity
and 7% Agency. Option ARMs, both Alt-A and Jumbo accounted for 30% of originations. All option ARM
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originations are sold into the secondary market, servicing released. Mortgage originations for new purchases
represented 48% of production during the year. The weighted average FICO score for all originations was 720. We
do not originate sub-prime loans, nor will we sacrifice quality to drive origination volume and gain on sales.

Gain on Sale ‘of Loans

We sell whole loans or from time to time, may securitize loans, which involves the private placement.or public
offering of pass-through asset backed securities. This approach allows us to capitalize on favorable conditions in
either the securitization or whole loan sale market. During 2005 and 2004, we have executed only whole loan sales.
These sales are completed with no direct credit enhancements, but do include certain standard representations and
warranties, which permit the purchaser to return the loan if certain deficiencies exist in the loan documentation or in
the event of early payment default. Gain on sale and related margins are affected by changes in the valuation of
mortgage loans held-for-sale and interest rate Jock commitments, the impact of the valuation of derivatives utilized
to manage the exposure to interest rate risk associated with mortgage loan commitments and mortgage loans
held-for-sale, and the impact of adjustments related to liabilities established for representations and warranties
made in conjunction with the loan sale. Gain on sale and related sale margins are also impacted by pricing pressures
caused by competition within the mortgage origination business.

The following table summarizes loans originated, sold, average margins and gains for the periods indicated:

For the Year Ended December 31, 2005 .
Mortgages Mortgages Gain on Sale Gain on Sale

. Originated ’ Sold ‘ Margin 1)

(Dollars in thousands) ‘

Loan Type: . ‘ ‘ . : o
Specialty Products. ... ..... .. ... $19,148 814 $18,360,430 1.27% © $233,028
Jumbo ............... c.. 000 14910451 10,674,484 - 0.87% 92,876
Home Equlty/Seconds e 5,450,355' 5,413,700 1.74% 94,098
Agency........ N e 2,746,779 2,664,502 _Qf_Q% 10,608 ¢

Total. .. ... e $42,256,399 - $37,113,116 ;l.ﬁ% . $430,610
For the Year Ended December 31, 2004
Mortgages Mortgages . Gain on Sale Gain on Sale
Originated Sold * Margin (H2)

Loan Type: ‘

Specialty Products .. Ce . $ 4,494,452 $3,783,245 1.84% $ 69,759
Jumbo ............ AU . 3,887,901 - 2,268,248 1.19% - 27,099
Home Equlty/Seconds. J 1,630,798 953,463 1.30% 12,395
Agency........ e 532,202 585,038 0.14% 816
Total. ...... ... i $10,545,353 $7,589,994 : '1_.4_5_% $110,069

(1) The gain on sale for the years. ended December 31, 2005.and 2004 differs from the amounts reported under U.S. generally accepted
accounting principles in the accompanying Consolidated Statements of Income due to a fair value adjustments of $(.5) mtllzon and
356.4 million on loans held-for-sale at October I, 2004 which were sold during 2005 and 2004

(2) Excludes $48.2 million and $] 8.6 mllllon of inter- compan) gain on sale of loans for the years ended December 31, 2005 and 2004,
respectively
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Financial Condition
Loans Held-for-Sale

The following table represents the components of loans held-for-sale at December 31, _
2003 % 2004 %

(Dollars in thousands)" i - - . .
Residential Mortgages .. . . ... ... ... ..., ... $3,824,547 89% $4,339,581 76%
Home Equity ... ......0 .o PR 496,656 11% _1,380.247 _24%
Total . ... o e $4,321,203 - 100% $5,719,828 . 100%
Deferred Origination Costs. R P RN 38.064. 56,117
Loans Held_—For-_Sale(l_) ....... . J ; ..... . $4,359,267 $S,775,945

(1) Residential loans classified as held-for-sale were $4.1 million, $30.7 million and $25.5 million for the years ended 2003, 2002 and 2001,
respectively. ' '

Loans Held-for-Investment

The following tabie»represents the cqmﬁbnértts of loans held-for-investment at December 31,:

2005 - 2004 . 2003 2002 2001

(Dollars in thousands)
Commercial Mortgages. . . . . $ 6206416 19% $ 5369,656 18% $ 2,814,103 23% $ 2,194,092 19% $ 1,766,991 17%
Commercial & Indusirial. ... __ 4709440 14 3046820 10 ° 2145798 17 1776419 16 1487819 14

Total Commercial. . . .. .. 10,915,856 33 8,416,476 28 4,959,901 40 3,970,511 35 3,254,810 31
Residential Mortgages ... .. . 15,068,443 45 15,668,938 . 51 2,399,232 20 2,476,715 22 2,621,651 26
Multi-Family Mortgages . . . . 4,821,642 15 4254405 14 3,634,533 29 3,640,039 32 3,414,209 33
Consumer . ........... 1,558,782 S 1,604,863 - 5 1,095,529 9 1,040,490 9 876,241 8
Construction and Land . . ) 829,273 _g 480,162 __g 283,243 2 232227 2 221381 2

Total ........ .. ..., . $33,193,996 100% $30,424,844  100% $12,372,438 100% $11,359,982 100% $10,388,292 100%
Deferred Origination Costs ' . ..

and Fees, net.......... 38240 —_28:4% - (1239 — QL3519 (14,140

Loans ' ’ ' ' ’

Held-For-Investment . . . ﬁ3s_2_32’£3é w $12.341,199 ﬂlﬁi&_“éé w

Loans held-for- mvestment increased $2 8 billion or 9 1% when compared to $30.5 billion in 2004 Consistent
with our balance sheet management strategy, commercial loans grew $2.5 billion or 30% during the year, while
residential mortgages declined $600 million or 4%. Commercial loans as a percentage of total loans increased to
33% during 2005 from 28% during 2004, while remdentlal loans declined from 51% to 45%. We anticipate this
trend to contmue in the near term. .

Commerc1a1 loan growth benefited from our expanded presence in the New York City market, small business
lending initiatives, robust lease financing activity and the hiring of several lenders and support staff during 2004.
This initiative was undertaken by management to expand our commercial loan and deposit gathering capabilities in
New Jersey, strengthen our middle market commercial lending division in New York and enter the asset based
lending and structured finance business through our subsidiary, North Fork Business Capital Corp.

Although we have deemphasized residential loans in favor of higher yielding commercial loans, the quality of
our residential mortgage portfolio remains excellent. The weighted average FICO score at December 31, 2005 was
731. Approximately 77% of the portfolio is comprised of Jumbo/Agency conforming mortgages and 93% of the
total portfolio is owner occupied. Interest only loans constitute 37 % of the portfolio, while the average loan amount
was $274 thousand. We do not portfolio option ARMs, negative amortization loans or home equity loans. Future
decisions to retain residential loans will be impacted by mortgage origination volumes, growth in other loan
categories and deposit growth.
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Consumer loans, which are mostly comprised of indirect auto loans, have begun to stabilize in volume as
automobile manufacturers are no longer offering the aggressive incentives and financing programs they had in the
past.

The risk inherent in the mortgage portfolio is managed by prudent underwriting standards and diversification
in loan collateral type and location. Multi-family mortgages, collateralized by various types of apartment
complexes located in the New York Metropolitan area, are largely dependent on sufficient rental income to cover
operating expenses. They may be affected by rent control or rent stabilization regulations, which could impact
future cash flows of the property. Most multi-family mortgages do not fully amortize; therefore, the principal
outstanding is not significantly reduced prior to contractual maturity. Residential mortgages represent first liens on
owner occupied 1-4 family residences located throughout the United States, with a concentration in the New York
Metropolitan area and California. Commercial mortgages are secured by professional office buildings, reta11 stores,
shopping centers and industrial developments.

Multl-fanuly loans grew $567.2 million or 13.3% during 2005, despite our decision not to compete with the
more liberal underwriting terms and rate structures offered by certain competitors. Multi-family and commercial
mortgage loans are primarily secured by real estate in the New York Metropolitan area and are diversified in terms
of risk and repayment sources. The underlying collateral includes multi-family apartment buildings and owner
occupied/non-owner occupied commercial properties. The risks inherent in these portfolios are dependent on both
regional and general economic stablhty, which affect property values, and our borrowers’ finan01al well being and
creditworthiness.

Real estate underwriting standards include various limits on loan-to-value ratios based on property type, real
estate location, property condition, quality of the organization managing the property, and the borrower’s
creditworthiness. They also address the viability of the project including occupancy rates, tenants and lease terms.
Additionally, underwriting standards require appraisals, periodic property inspections and ongoing monitoring of
operating results.

Commercial loans are made to small and medium sized businesses and include loans collateralized by security
interests in lease finance receivables. The commercial mortgage and commercial loan portfolios contain no foreign
loans to developing countries (“LDC”). Consumer loans consist primarily of new and used automobile loans
originated through a network of automobile dealers. The credit risk in auto lending is dependent on the borrower’s
creditworthiness and collateral values. The average consumer loan originated is $19,400 and has a contractual life
of approximately 60 months. The consumer loan portfolio does not contain higher risk credit card or sub prime
loans. Land loans are used to finance the acquisition of vacant land for future residential and commercial
development. Construction loans finance the building and rehabilitation of residential and multi-family projects,
and to a lesser extent, commercial developments. The construction and land development portfolios do not contain
any high-risk equity participation loans (“AD&C” Joans).

We are selective in originating loans, emphasizing conservative lending practices and fostering customer
deposit relationships. Our success in attracting new customers while leveraging our existing customer base and the
current interest rate environment have contributed to sustained loan demand.

We periodically monitor our underwriting standards to ensure that the quality of the loan portfolic and
commitment pipeline is not jeopardized by unrealistic loan to value ratios or debt service levels. To date, there has
been no deterioration in the performance or risk characteristics of our real estate loan portfolio.
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The following are approximate contractual maturities and sensitivities to changes in interest rates of certain
loans, exclusive of non-commercial-real estate mortgages, consumer and non-accrual loans as of December 31,
2005:

Due After
One but
Due Within Within Five Due After
‘ One Year Years . Five Years Total
(In thousands)
Types of Loans:
Multi-Family Mortgages R 3 104,720 $2,835,601  $1.881,231 § 4,821,642
Commercial Mortgages . . . 557,237 3,316,296 2,332,883 6,206,416
Commercial ... ..o 1,971,467 1,702,072 1,035,901 4,709,440
Construction & Land . . Ceen EERE 764,988 37,772 26,513 829,273
Total. ........... ) e $3,398,412  $7.891,831  $5,276,528  $16,566,771
Rate Provisions: ‘
Amounts with Fixed Interest Rates . ... $ 601,671  $6,206,786  $4,844,050  $11,652,507
Amounts with Adjustable Interest )
Rates .. ... [ 2,796,741 1,685,045 432,478 4,914,264
Total........... e ... $3,398412 $7,891,831 $5,276,528  $16,566,771

Non-Performmg Assets

Non- performmg assets include loans ninety days past due and still accruing, non-accrual loans and other real
estate. Other real estate consists of property acquired through foreclosure or deed in heu of foreclosure. The
components of non-performing assets are dctaﬂed below

2005 2004 2003 2002 2001

(Dollars in thousands)
Loans Ninety Days Past Due and Still Accruing . ... $ 3,457 § 5260 § 2268 § 4438 § 4,146
Non-Accrual Loans ........................ - 27,560 128,564 ~ 11,072 7,778 10,490
Non-Performing Loans Held-for—Investment ..... 31,017 133,833 . 13,340 12,216 14,636
Non-Performing Loans Held-for-Sale ... ....... 13,931 60,858 L — — —
Total Non-Performing Loans. . ............. 44,948 194,691 13,340 12,216 14,636
Othet Real Estate. . ........... PR 4,101 17,410 313 295 - 315
" Total Non-Performing Assets . ..., ........... $49.049  $212,101  $13,653 $12.511  $14,951
Allowance for Loan Losses to Non- Performing
Loans Held-For Investment. . .. .............. - 703% 158% 920% 941% 709%
Allowance for Loan Losses to Total Loans. B
Held-For-Investment. . . ...........o.ouu.... .66 .69 .99 1.01 1.00
Non-Performing Loans Held-For-Investment to Total
Loans Held-For-Investment. . .. .............. .09 44 A1 A1 14
Non-Performing Assets to Total Assets. .. ........ .09 35 07 06 09

Non-performing assets totaled $49.0 million, a reduction of $163.1 million or 77% when compared to
$212.1 million at December 31, 2004. The increase at December 31, 2004 in non-performing assets to $212.1 mil-
lion resulted from the GreenPoint acquisition and consisted primarily of residential and commercial mortgages, and
other real estate. Throughout 2005, we methodically reduced non-performing assets primarily through bulk sales of
non-performing and sub-performing loans in both the held-for-sale and held-for-investment portfolios. We were
able to accomplish this significant reduction while incurring only modest losses as demonstrated by our historically
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low net charge-off ratio of 9 basis points for 2005. The $13.3 million decline in other real estate was achleved
through the sale of properties previously acquired in foreclosure.

Future levels of non-performing assets will be influenced by prevailing economic conditions and the impact of
those conditions on our customers, prevaﬂmg interest rates, unemployment rates, property values and other internal
and external factors.

Interest forgone on non-accrual loans, or the amount of income that would have been recorded had these loans
been current in accordance with their original terms, aggregated approximately $2.2 million in 2005, $2.9 million in
2004 and $1 million in 2003 and 2002, respectively. The amount of interest income included in net income on these
non-accrual loans was not significant for the periods presented. We did not have any restructured loans for any of the
periods presented above. S

Securities

The following table shows the total securities portfolio composition based on the financial statement carrying
amount at December 31, ’ .

- 2005 - 2004 2003

(In thousands) )
Collateralized Mortgage Obligations . ... ........... $ 6,930,504 $ 9,844,482 $4,424,868
Agency Pass-Through Certificates. . . .............. 2,002,642 2,794,786 1,328,753
State & Municipal Obligations .. ................ . 919,539 965,415 761,747
Equity Securities . ........ .. ... ... oL 675,525 794,005 - 194,345
U.S. Treasury & Government Agencies. . ........... 231,152 363,775 58,090
Other Securities . . .. .o it e 640,825 824,735 558,757
Total Securities. .. ........ ... ... $11,400,187  $15,587,198  $7,326,560

Securities decreased $4.2 billion or 27% to $11.4 billion from December 31, 2004. During the current year,
approximately $1.4 billion in securities were sold as a direct result of our balance sheet and capital management
program. The proceeds from the sale of the securities as well as portfolio cash flows were utilized to fund
commercial loan growth, repurchase common stock and pay down short-term borrowings. (See-financial overview
section — Balance Sheet and Capital Management for additional information). In December 2005, approximately
$570 million in securities were identified as other than temporary impaired, resultlng in a realized loss of
$6.0 million: Theses securities were sold in January 2006.

Mortgage Backed Securities represented 78% of total securities at December 31, 2005, and included pass-
through certificates guaranteed by GNMA, FHLMC or FNMA and collateralized mortgage-backed obligations
(“CMOs™) backed by government agency pass-through certificates or whole loans. The pass-through certificates
included both fixed and adjustable rate instruments. CMOs, by virtue of the underlying collateral or structure, are
AAA rated and are either fixed rate current pay sequentials and PAC structures or adjustable rate issues. (See Item 1,
Notes to the Consolidated Financial Statements Note 2, “Securities” for additional information). The adjustable
rate pass-throughs and CMOs are principally Hybrid ARMs. Hybrid ARMs typically have a fixed initial rate of
interest from 3 through 7 years and at the end of that term convert to a one year adjustable rate of interest indexed to
short term benchmarks (i.e. LIBOR or 1 year Treasuries). Hybrid ARMs included in Pass-throughs and CMOs as of
December 31, 2005 aggregated $2.6 billion.

Our goal is to maintain a securities portfolio with a short weighted average life and duration. This is
accomplished using instruments with short final maturities, predictable cash flows and adjustable interest rates.
These attributes allow us to proactively manage as market conditions change so that cash flows may either be
reinvested in securities at current market interest rates, used to fund loan growth or pay off short-term borrowings.
These characteristics have contributed to the 3.0 year weighted average life and 2.5 year duration of the MBS
portfolio as of December 31, 2005.
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The yield and fair value of securities, specifically the MBS portfolio, are impacted by changes in market
interest rates and related prepayment activity. Given the portfolio’s composition, related prepayment activity. would
moderately decrease in a rising interest rate environment, extending the portfolio’s weighted average life.
Conversely, the opposite would ‘occur in a declining interest rate environment. The resultant impact- of these
changes would be to either extend or shorten the period over which net premiums would be amortized, thereby
affecting income and yields. The impact of any changes would be minimal as net premiums totaled $28.8 million or
approximately 31 basis points of outstanding MBS balances at December 31, 2005.

Municipal securities represent a combination of short-term debentures issued by local municipalities. (pur-
chased as part of a strategy to expand relationships with these governmental entities) and highly rated obligations of
New York State -and related authorities.. Equity securities held in the available-for-sale portfolio include $332.3 mil-
lion of FNMA and FHLMC (“GSE”) Preferred stock, $265.8 million in Federal Home Loan Bank common stock,
and common and preferred stocks of certain publicly traded companies. Other securities held in the availa-
ble-for-sale portfolio include capital securities (trust preferred securities) of certain financial institutions and
corporate bonds.

When purchasing securities, the overall interest-rate risk profile is considered, as well as the adequacy of
expected returns relative to risks assumed, including prepayments. In managing the securities portfolio, availa-
ble-for-sale securities may be sold as a result of changes in interest rates and spreads, actual or anticipated
prepayments, credit risk associated with a particular security, and/or following the completion of a business
combination. ' : o

The tables that follow depict the amortized cost, contractual maturities and approximate weighted, average
yields (on a tax equivalent basis) of the available-for-sale and held-to-maturity securities portfolios at December 31,
2005: .

Available-for-Sale(1)

. C us.
US. State & Government )
: : o Treasury - Municipal Agencies’ Other

Maturity ’ Securities Yield Obligations Yield Obligations Yield Securities Yield Total Yield
(Dollars in thousands) . .
Within 1 Year . ...... Lo 8 4. 3.00% - $473,148 5.06% $ — —% $ 4559 ° - —% % 478205 '5.00%
After 1 But Within 5 Years . . . . . . 24,869 3.38 125,548 5.64 206,498 4.17 14,000  7.56 - 370,915 . 4.74
After 5 But Within 10 Years . ... .. 1,603 . 13.08 140,053 6.00 C o= — 126952 - 6.01 168,608  6.07
Due After 10 Years. . . ... ... .. L= =~ 145993 737 — .— 58326 675 . 729219 687

Subtotal ... ©26970°  395%° 884742 5.67% 206498  4.17% 628737 6.69% 1746947 5.83%

‘ S — 1986388 4.90
—  — 7088133 449
663371 505

Agency Pass-Through Certificates . . . —
Collateralized Mortgage Obligations. . —
Equity Securities ... .......... —

I
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o
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[
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Total Securities. . . . ... ..... $26970 3.

%  $884,742

% $206,498 4_&% $628,737  6.69% $11484.839  4.80%

ll
n

(1) Unrealized gains/(losses) have been excluded for presentation purposes.




Held-to-Maturity

Maturity -

(Déllars in thousands)
Within 1 Year
After 1 But Within 5 Years
After 5 But Within 10 Years

After 10 Years. . .........

Subtotal . . ............ _
Agency Pass- Through Certificates . . .' ‘

Collateralized Mortgage Obligations. .

Total Securities

Deposits.

State &
Municipal . Other :
Obligations Yield - Securities Yield Total Yield
$ 2,350 6.78% $ 1,700 6.13% $ 4,050 6.51%
11,147 7.27 8,624 4.41 19,771 6.02
10,961 11.20 — — 10,961  11.20
13,843 7.95 — 13,843 7.95
38,301 8.61% 10,324 - 4.69% 48,625 7.78%
— — — — 46,155  5.43
_ — — 9430 479
$38,301 8.61% $10,324 - 4.69% $104,210 6.47%

Customer deposits represent our primary funding source. The followmg table presents the composition of total

deposits for the three years ended December 31,:

2005 2004 2003
- ‘Percent - Percent Percent
Amount of Total ‘ Amount ‘ of Total Amount of Total
(Dollars in thousands) .
Demand ............ $ 7,639,231 209% $ 6,738,302 19.3% $ 4,080,134 27.0%
Money Market . ...... 10,013,110 273 9,246,236 26.6 3,643,645 24.0
Now........co...., 5,593,121 153 5,019,159 144 - 875,831 5.8
Savings ............ 5,303,930 14.5 6,333,599 . 18.2 3,770,683 25.0
Time .............. 5,428,921 14.8 4,932,301 14.2 1,784,408 11.8
Certificate of Deposit, ‘ ’
$100,000 & Over ... _ 2,638,260 7.2 2,542,831 7.3 961,414 6.4
Total Deposits. . .. .. $36,616,573 100.0% $34,812,428 100.0% $15,116,115 100.0%

At December 31, 2005, total deposits increased $1.8 billion or 5.2% to $36.6 billion when compared to
December 31, 2004. This growth was achieved despite aggressive pricing by our competitors, offering higher
deposit rates and free services to attract consumers. Despite our competitors’ actions, we have chosen to remain
disciplined and selective in pricing deposits, continuing to concentrate on growing our commercial customer base.
Commercial accounts constituted approximately 27% of total deposits at December 31, 2005. We do not anticipate
any imminent strategic change from our competitors. Factors contributing to deposit growth include: (i) the
continued expansion of our retail branch network (opened 15 de novo branches in 2005) (ii) the ongoing branch
upgrade and relocation program providing for greater marketplace identity, (iii) expanded branch hours providing
additional accessibility and convenience, (iv) commercial loan growth (v) the introduction of new cash manage-
ment products and services and (vi) the use of incentive based compensation linked to deposit growth. Offsetting the
growth achieved in 2005 was the repayment of $146 million in brokered deposits. ,
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The following table shows the classification of the average deposits and average rates paid for each of the last
three years ended December 31,:

2005 ‘ ' 2004 : 2003

Average Average ‘Average Average Average Average

Balance Rate Balance Rate Balance Rate
(Dollars in thousands) -
Demand ................ $ 7,368,665 —% $ 5,239,157 . —% $ 3,678,290 —%
Savings. ... .. 6,020,353 .59 3,521,019 .80 . 3,653,744 .63
NOW & Money Market . . .. 15,385,610, 2.02 8,891,679 96 3,873417 . .90
Tme .................. 7,951,771 ﬁ 4,287,479 lﬁ 2,961,129 &

cTotal. .. - $36,726,399  1.43% $21,939,334 _82% -$14,166,580  .79%

Contractual Obligations and Commitments

We have certain obligations and commitments to make future payments under contracts. At December 31,
2005, aggregate contractual obligations and commitments, excluding the impact of purchase accounting and hedge
fair value adjustments, were as follows:

Contractually Obligated Payments
- Payments Due by Period

. Less than More than
© . Total - -One Year 1-3 Years 3-5 Years 5 Years
(In thousands) ‘
Time Deposits and
Certificates of Deposits ’ :
$100,000 and Over . . ... $ 8,038,046 $6,647,496 $1,080,199 $ 307,567 § 2,784
Total Borrowings(l) .. .. .. 8,368,413 1,335,608 3,100,015 2,049,999 1,882,791
‘Annual Rental ’ :
Commitments Under
Non-Cancelable Leases . . 723,928 79,513 156,347 138,729 349,339
Total Contractually '
Obligated : '
Commitments ... .. .. $17,130,387. $8,062,617  $4,336,561  $2,496295  $2,234,914

(1) Excludes federal funds purchased of $2.6 billion.

Other Commitments.
' ' Amount of Commitment — Expiration by Period

Less than -3 .. 3.5 More than
Total One Year Years Years S Years

(In thousands)
Commitments to Originate ' o ‘ :

Mortgage Loans Held-for-Sale. .. $ 5,325,629  $5,325.629 § — - §— $—
Commitments to Fund Against :

Home Equity Lines of Credit. . . . 183,934 183,934 — — —
Commitments to Extend Credit on

Loans Held-for-Investment. . . . .. 4,127,619 2,253,592 1,874,027 — —
Standby Letters of Credit ........ 498,628 498,628 . — — —
Commercial Letters of Credit . . ... 18,300 18,300 — = =

Total Other Commitments . . . . .. $10,154,110  $8,280,083  $1,874,027 $— $—
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Capital

We are subject to the risk based capital guidelines administered by bank regulatory agencies. The guidelines
are designed to make regulatory capital requirements more sensitive to differences in risk profiles among banks and
bank holding companies, to account for off-balance sheet exposure and to minimize disincentives for holding liquid
assets. Under these guidelines, assets and certain off- balance sheet items are assigned to broad risk categories, each
with appropriate weights. The resulting capital ratios represent capital as a percentage of total risk weighted assets
‘and certain off-balance sheet items. The guidelines require all banks and bank holding companies to maintain a
minimum ratio of total risk based capital to total risk weighted assets (“Total Risk Adjusted Capital Ratio”) of 8%,
including Tier 1 capital to total risk weighted assets (“Tier 1 Capital Ratio™) of 4% and a Tier 1 capital to average
total assets (“Leverage Ratio”) of at least 4%. Failure to meet minimum capital requirements can initiate certain
mandatory, and possibly additional discretionary actions by regulators, that, if undertaken, could have a direct
material effect on us. _ ‘

The regulatory agencies have amended the risk-based capital guidelines to provide for interest rate risk
consideration when determining a banking institution’s capital adequacy. The amendments require institutions to
effectively measure and monitor their interest rate risk and to maintain capital adequate for that risk.

As of December 31, 2005, the most recent notification from the various regulators categorized the Company
and its subsidiary banks as well capitalized under the regulatory framework for prompt corrective action. Under the
capital adequacy guidelines require a well capitalized institution to maintain a Total Risk Adjusted Capital Ratio of
at least 10%, a Tier 1 Capital Ratio of at least 6%, a Leverage Ratio of at least 5%, and not be subject to any written
order, agreement or directive. Since such notification, there are no conditions or events that management believes
would change this classification.

The following table sets forth our risk-based capital amounts and rates as of December 31,:

2005 ’ 2004

Amount Ratio Amount Ratio
(Dollars in thousands) ‘ _
Tier L Capital . . ....... ..o $ 3497957 10.26% $ 3,281,054 9.90%
Regulatory Requirement . .............. ... ... 1,364,306 4.00 1,325,837 4.00
Excess ... ... o e e ceenes 8 2,133,651 6.26% $ 1,955,217 5.90%
Total Risk Adjusted ......... R, - $ 4,340,773 12.73% - $ 4,142,993  12.50%
Regulatory Requirement .. ................ L. 2,728,613 8.00 2,651,675 8.00
EXcess .. ..ooiiinnn. . e $ 1,612,160 - 4.73% $ 1,491,318 4.50%
Risk Weighted Assets .. ..................... $34,107,661 : $33,145,936

The Company’s Leverage Ratio at December 31, 2005 and 2004 was 6.70% aﬁd 6.22%, respectively.

The following table sets forth the capital ratios for our banking subsidiaries at December 31, 2005:

Capital Ratios - North Fork Bank Superior
~Tier 1 Capital ... .. IR PRE SRR e P 11.99% 18.90%
Total Risk Adjusted . . ............o. oo . 13.01 19.47
Leverage Ratio ........ e S .. 7.85 7.17

On December 13, 2005, the Board of Directors approved a 14% incfease in its regular quarterly cash dividend
to $.25 per common share. The dividend was paid on February 15, 2006 to shareholders of record at the close of
business on January 27, 2006. ‘

Under the provisions of our share repurchase program previously authorized by the Board of Directors, we
repurchased 14.9 million shares at an average cost of $26.24 during 2005: As of December 31, 2003, 2.4 million
shares were available to be purchased under the program. On January 24, 2006, the Board of Directors authorized
the repurchase of an additional 12 million shares, increasing the total remaining authorized for repurchase to
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14.4 million. As of March 6, 2006, 5.1 million shares remain available to be purchased under the program. The
current program has no fixed expiration date. Repurchases are made in the open market or through privately
negouated transactlons

There are various federal and state banking laws and guidelines limiting the extent to which a bank subsidiary
can finance or otherwise supply funds to its holding company.

FRB policy provides that, as a matter of prudent banking practice, a bank holding company generally should
not maintain a rate of cash dividends unless its net income available to common stockholders is sufficient to fund the
dividends, and the ,prospecti\}c rate of earnings retention appears to be consistent with the holding company’s capital
needs, asset quality and overall financial condition. In addition, among other things, dividends from a New York-
chartered bank, such as North Fork Bank, are limited to the bank’s net profits for the current year plus its prior two
years’ retained net profits.

Under federal law, a depository institution is prohibited from paying a dividend if the depository institution
would thereafter be “undercapitalized” as determined by the federal bank regulatory agencies. The relevant federal
regulatory agencies and the state regulatory agency, the Banking Department, also-have the authority to prohibit a
bank or bank holding company from engaging in what, in the opinion of such regulatory body, constltutes an unsafe
or unsound practice -in ‘conducting its business.

‘Comparison.Between 2004 and 2003

In reading management’s discussion and analysis, consideration should be given to the GreenPoint and TCNJ
acquisitions and their impact on our comparative operating results. Net income for 2004 was $553.0 million or
diluted earnings per share of $1.85 as compared to $396.4 million or diluted earnings per share of $1.73 for 2003.-
Returns on average tangible assets and average tangible equity for 2004 were 1.82% and 33.88%, respectively as
compared to 1.91% and 36.54%, respectively for 2003.

Net Interest Income

During 2004, net interest income rose $359.7 million or 44% to $1.2 billion when compared to $8.15.5 million
in 2003, while the net interest margin declined 15 basis points from 4.24% to 4.09%. The growth in net interest
income during 2004 was primarily due to the GreenPoint and TCNJ acquisitions, commercial loan growth and
higher securities yields. The 15 basis points decline in the net interest margin resulted from GreenPoint’s lower
yielding mortgage loans and higher costing deposits, which were acquired on October 1, 2004,

Interest income increased $467.2 million to $1.6 billion in 2004 compared to the prior year. During this same
period, the yield on average interest earning assets declined 27 basis points from 5.73% to 5.46%.

During 2004, average loans held-for-sale was $1.2 billion, with an average yield of 5.24% and was the direct
result of the GreenPoint acquisition. Period end loan balances totaled $5.8 billion and were funded with short-term
borrowings.

Loans held-for-investment averaged $18.0 billion for 2004, representing an increase of $6.2 billion or 52.7%
from 2003, while yields declined 70 basis points to 6.00%. GreenPoint and TCNJ added approximately $4.6 billion
in average loans during 2004. Core growth was approximately $1.6 billion exclusive of these acquisitions. Growth
was achieved in all loan categories, especially higher yielding commercial loans. The lower yields resulted from
refinancing activity and new originations that occurred at lower interest rates and the GreenPoint acquired loan
portfolxo primarily residential mortgages, carried a lower yield than our traditional loan portfolio.

Securities averaged $10.0 billion for 2004, representmg a $2.0billion increase from the prior year, while yields
improved 27 basis points to 4.60%. The change in the securities balance was due to approximately $2.6 billion in
average securities added in the GreenPoint and TCNJ acquisitions offset by a redeployment of our portfolio cash
flows into higher yielding loans. The yield improvement was due in part to slower prepayment activity and lower
levels of premium amortization. Net premium amortization affected security y1e1ds by 24 basis points during the
year compared to 98 basis points in 2003.
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Average interest bearing liabilities rose $7.8 billion to.$23.6 billion, while overall funding costs declined
16 basis points to 1.71% during 2004. Although we experienced an increase in market interest rates during the
period, overall funding costs declined due to the growth in low cost core deposits.

Average demand deposits grew $1.6 billion or 42.4% to $5.2 billion in 2004 primarily due to core growth of
$1.1 billion and $534 million acquired from GreenPoint and TCNJ. Total demand deposits contributed 46 basis
points to the net interest margin in 2004 compared to 52 basis points in' 2003. At December 31, 2004, demand
deposits represented 19% of total deposits. Average Savings, NOW and Money Market deposits increased
$4.9 billion or 65% to $12.4 billion, while the corresponding cost of funds-increased 14 basis points to .91%.
Average time deposits, net of the $1.8 billion acquired from GreenPomt and TCNJ declmed $441 m1lhon WhllC the
cost of funds decreased 29 basis p01nts from the pnor year. -

Average borrowings, net of the $3.4 billion acqu1red from GreenPomt and TCNI, declined $1.8 b1lhon while
the cost of funds decreased 19 basis points from 2003 levels. This net decline in borrowings resulted from our
focused strategy of growing core deposits. However, since short-term borrowings are used to fund loans
held-for-sale, their levels will fluctuate with changes in these balances. Certain collateralized borrowings have
their costs fixed through the use of interest rate swaps, increasing interest expense by approximately $8.0 million
and $23.9 million in 2004 and 2003, respectlvely. The decline in swap relatéd interest expense is primarily due to
the maturity of $850 million of these swaps in June 2003. Certain other borrowings were converted from fixed to
floating indexed to three-month LIBOR utilizing interest rate swaps. These swaps decreased interest expense by
approximately $22.9 million and $17.6 rmlllon respectlvely, durmg 2004 and 2003.

Provision and Allowance for Loan Losses

The provision for loan losses totaled $27.2 million for 2004, an increase of'$.9 million when compared to
$26.3 million for 2003. The allowance for loan losses increased $88.4 million during 2004 to $211.1 million when
compared to 2003, of which $85 million was assumed in the TCNJ and GreenPoint acquisitions. The allowance for
loan losses as a percentage of total loans held-for-investment declined from 99 basis points at December 31, 2003 to
69 basis points at December 31, 2004

The allowance for loan losses as a percentage of total loans held-fo_r-ih‘vestment was directly impacted by the
level of comparatively low risk residential and multi-family loans acquired from GreenPoint. Residential and multi-
family loans represented 88% of the GreenPoint’s held-for-investment portfolio. Accordingly, residential and
multi-family mortgage loans increased to 65% of our total portfolio at December 31, 2004 as compared to 49% at
year end 2003. Historically, losses-incurred on residential and multi-family loans have represented Only a small
percentage of our net charge offs. Similarly, GreenPoint’s historical losses (or net charge offs) in these categones
averaged approximately 4 basis pomts in each of the pnor ‘three years.

As of December 31, 2004, $76' m1lhon of the allowance forloan losses was allocated to res1dent1al and multi-
famlly loans, while $135.1 million was allocated to all other loans. Accordingly, the allocated allowance for loan
losses to residential and multi-family, and all other loans was 38 basis points and 129 basis points, respectively.

Non-Interest Income

Non-interest income was $248.5 million for 2004, representing an increase of $92.7 million when compared to
2003. A significant portion of the growth achieved in the components comprising non-interest income resulted from .
the GreenPoint and TCNIJ acquisitions. Customer related fees and service charges also improved due to continued
growth in core deposits, expansion of both our retail and commercial client base and a broadened use of our fee
based services. Gain on sale of loans of $53.7 million in 2004 was achieved primarily in the fourth quarter of 2004
from activity at GreenPoint Mortgage. Investment management, commissions and trust fees benefited from both
acquisitions. TCNJ provided us with a successful corporate trust services program based in New Jersey. Addi-
tionally we benefited from increased customer demand for alternative investment products due to our increased
customer base. Included in other operating income during 2004 was $3.3 million in income derived from our
investment in Bank Owned Life Insurance (“BOLI”), and $3.5 million gain recognized on the sale of our 85%
interest in a re-factoring business. During 2003, other operatmg income 1ncluded an $11.0 million gam on the sale
of certain facilities.
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Securities gains were $12.7 million for 2004 as compared to $15.8 million in 2003. Gains recognized were
derived principally from the sale of mortgage-backed securities and certain debt and equity securities.

Non-Interest Expense

-Non-interest expense was $555 8 million durmg 2004 representmg an increase of $209.9 million when
compared to 2003. A significant portion of this overall increase resulted from the GreenPoint and TCNJ
acquisitions. Several additional factors also contributed to the increase in each non-interest €xpense category.
Employee compensation and benefits was impacted by the hiring of several senior lenders and support staff to
pursue new business initiatives, opening 12 branches, annual merit increases, increased health insurance costs and
growth in incentive based compensation linked to deposit and fee income generation. Additional increases in
occupancy and equipment costs were recognized due to the opening of new branches, upgrades made to existing
facilities, irivestment in new technology and the implementation of new businéss initiatives and support systems.
The increase in amortization of identifiable mtanglbles was due to the core deposit intangibles recorded with the
TCNJ and GreenPomt acquisitions. : - :

- The efficiency ratio was 37. 55% for 2004 as compared to 34 30% in 2003 The efﬁc1ency ratio in 2004 was
impacted by the additional expenses mcurred with operating GreenPoint Bankasa separate company during the fourth
quarter of 2004 and the hiring of several senior lenders and back office staff to. support new business initiatives.

" Income Taxes '

l

Our effective tax rate for 2004 was 34.2% as compared to 33.9% for 2003.

Recent Accounting Pronouncements
- The Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments

In November 2005, the FASB issuéd FSP No. 115-1; which addresses the determination of when an investment
is considered impaired, whether the impairment is other-than-temporary and how to measure an impairment loss.
FSP No. 115-1 also addresses accounting considerations subsequent to the recognition of an other-than-temporary
impairment on a debt security and requires certain disclosures about unrealized losses that have not been recognized
as other-than-temporary impairments. FSP No. 115-1 replaces the impairment guidance in Emerging Issues Task
Force Issue No. 03-1, “The Meaning of Other-Than-Temporary Impairment. and Its Application to .Certain
Investments,” with references to existing authoritative literature concerning other-than-temporary impairment
determinations (principally SFAS No. 115, “Accounting for Certain Investments in Debt and Equity Securities,” and
SEC Staff Accounting Bulletin No. 59, “Accounting for Noncurrent Marketable Securities”). Under FSP No. 115-1,
impairment losses must be recognized in earnings. for the difference between the security’s cost and its fair va]ue at
the financial statement date, without considering partial recoveries subsequent to that date. FSP No. 115-1 also
requires that an investor recognize an other-than-temporary impairment loss when a decision to sell a security has
been made and the investor does not expect the fair value of the security to fully recover prior to the expected time of
sale. FSP No 115-1 is effective for réporting periods beginning after December-15, 2005. We do not expect our
application of FSP No. 115-1 to have a material impact on our financial condition or results of operations,

Accounting for Stock Based Compensation

* In December 2004, FASB issued SFAS No. 123R — “Accounting for Stock Based Compensation, Share Based
Payment”, (SFAS. 123R) which replaces the guidance prescribed in SFAS 123. SFAS 123R requires that compensation
~ costs relating to share-based payment transactions be recognized in the financial statements. The associated costs will

be measured based on the fair value of the equity or liability instruments issued. SFAS 123R covers wide range of
share-based compensation arrangements including share options, restricted share plans, performance-based awards,
share appreciation rights and employee share purchase plans. SFAS 123R is effective as of the first interim or annual
reporting period beginning after. June 15, 2005. Adoption of this pronouncement is not expected to have a material
impact on our financial condition or results of operations. (See Item 8, Notes to Consolidated Financial Statements,
Note 1 — “Business and Summary of Significant Accounting Policies — Accounting for Stock Based Compensation”,
_for disclosure of our current accounting policy and Note 16 — Commons Stock Plans for the historical impact of
expensing stock based awards or our consolidated financial statements).
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Item 7A — Quantitative and Qualitative Disclosures About Market Risk
Asset/Liability Management

The net interest margm is directly affected by changes in the level of interest rates, the shape of the yield curve,
the relationship between rates, the impact of interest rate fluctuations on asset prepayments, the level and
composition of assets and liabilities, and the credit quality of the loan portfolio. Our asset/liability objectives
are to maintain a strong, stable net interest margin, to utilize our capital effectively without taking undue risks, and
to maintain adequate liquidity.

The risk assessment program includes a coordinated approach to the management of liquidity, capital, and
interest rate risk. This process is governed by policies and limits established by senior management, which are
reviewed at least annually by the Board of Directors. The Asset/Liability Committee (“ALCO™) provides guidance
for asset/hab1hty activities. ALCO periodically evaluates the impact of changes in market interest rates on inferest
earning assets and interest bearing liabilities, net interest margin, capital and liquidity, and evaluates management’s
strategic plan. The balance sheet structure is primarily short-term with most assets and liabilities repricing or
maturing in less than five years. We monitor the sensitivity of net interest income by utilizing a dynamic simulation
model complemented by a traditional gap analysis.

The simulation model measures the volatility of net interest income to changes in market interest rates.
Simulation modeling involves a degree of estimation based on certain assumptions that we believe to be reasonable.
Factors considered include contraétual maturities, prepayments, repricing.characteristics, deposit retention and the
relative sensitivity of assets and hablhtles to changes in market interest rates and cash flows from derivative
instruments.

The Board has established certain policy limits for the potential volatility of net interest income as projected by
the simulation model. Volatility is measured from a base case where rates are assumed to be flat and is expressed as
the percentage change, from the base case, in net interest income over a twelve-month period. As of December 31,
2005, we were operating within policy limits. :

The simulation model is kept static with respect to the composition of the balance sheet and, therefore does not
reflect our ability to proactiyely manage in changing market conditions. We may choose to extend or shorten the
maturities of our funding sources. We may also choose to redirect cash flows into assets with shorter or longer
durations or repay borrowings. As part of our overall interest rate risk management strategy, we periodically use
derivative instruments to minimize significant unplanned fluctuations in earnings and cash flows caused by interest
rate volatility. This interest rate risk management strategy can involve modifying the repricing characteristics of
certain assets and liabilities utilizing interest rate swaps, caps and floors.

The assumptions used are inherently uncertain and, as a result, we cannot precisely predict the impact of
changes in interest rates on net interest income. Actual results may differ significantly from those presented due to
the timing, magnitude and frequency of interest rate changes, changes in market conditions and interest rate
differentials (spreads) between maturity/ repricing categories, prepayments, and any actions we may take to counter
such changes. The specific assumptions utilized in the simulation model include:

» The balance sheet composition remains static.

« Parallel yield curve shifts for market rates (i.e. treasuries, LIBOR, swaps, etc.) with an assumed floor of
50 basis points.

* Maintaining our current asset or liability spreads to market interest rates.

= The model considers the magnitude and timing of the repricing of financial instruments, loans and deposit
products, including the effect of changing interest rates on expected prepayments and maturities.

« NOW deposit rates experience a 15% impact of market rate movements immediately and have a floor of
10 basis points.
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The following table reflects the estimated chiange in projected net interest income for the next twelve months
assuming a gradual increase or decrease in interest rates over a twelve-month period.

Changes in
, o ___Net Interest Income
Change in Interest Rates A ‘ g v . - : $ Change % Change
(Dollars in thousands) . L T ' “
+.200 Basis Points . .% .. .. .....o... .. P S $(53971)  (3.22)%
+ 100 Basis Points . ... ... ..... N e (23,841) (1.42)
=100 Basis POINS . .« .. oottt e ettt 15228 091

The tradmonal gap analysis complements income simulation modehng primarily focusmg on the longer-term
structiire of the balance sheet. The gap ‘analysis does not assess the relative sen51t1v1ty of assets and liabilities to
changes-in the interest rates and also fails to account for the embedded optlons caps and floors, if any. We have not
established gap policy limits since it does not appropnately deplct interest rate risk as changes in interest rates do
not necessanly affect all categones of interest earmngs assets and’ interest bearing liabilities equally.

“The gap analysis is prepared based on the maturity and repricing characteristics of interest earning assets and
interest bearing liabilities for selected time periods. The mismatch between repricings or maturities within a time
period is commonly referred to as the “gap” for that period. A positive gap (asset sensitive), where interest-rate
sensitive assets exceed interest-rate sensitive liabilities, generally will result in the net interest margin increasing in
a rising rate env1ronment and decreasmg in a falling rate environment. A negatwe gap (liability sensitive) will
generally have the opposite results on the net 1nterest margin.

The following table reflects the re-pricing of the balance sheet, or gap posmon at December 31, 2005:

. . ) . , 181.365 . L
Interest Earning Assets: i} 0-90 Days  91-180 Days Days 1.5 Years  Over 5 Years  Total
(Dollars in thousands) ’ . i ‘ ' ' . ' ‘ .
Money Market Investments. . . .. . . . . . P $ 24843 % — 5 — 3 — 3 — § 24843
Securities(1) . . . ... .. e 1,206,043 782,138 1,128,570 5,855,367 2,428,069 11,400,187
Loans Held-for-Sale . . .. ................. 4,359,267 —_ — —_ — 4,359,267
Loans Held-for-Investment(2) (3) . .z . ... ... 5,383,180 1,797,698 2,817,445 16,261,344 6,945,009 33,204,676

Total Interest Earning Assets. . . .. . . L. $10973,333  $2579,836 $ 3,946,015 $22,116,711 $ 9373,078 $48,988,973
Interest Bearing Liabilities: o ' . o
Savings, NOW and Money Market Dep051ts(4). ... $8228484 § -5 = s — $12,681,677 $20,910,161
Time Deposits.. . ... ... .. i e 2,201,388 2,142,499 2,182,721 1,396,198 54,375 8,067,181
Federal Funds Purchased and Collateralized . Y - . » .

Borrowings . . ... ... .. .. e 5,311,050 266,610 683,584 2,789,377 650,000 9,700,621
Other BOITOWINES .+ .« o v v vvvv v ieie oot 1,372 1,372 2,745 675,809 796,066 1,477,364

Total Interest Bearing Liabilities . . ... . ....... $15,832,294 $2,410,481 $ 2,869,050 $ 4,861,384 §14,182,118 $40,155,327
Gap before Derivatives .« o v civ v e v S e " (4,858,961) 169,355 1,076,965 ]‘7,255,327 (4,809,040)

Derivative Instruments Notional-Amounts . . . . . ...  (1,020,000) — — 425,000 595,000
Cumulative Difference Between Interest Earning

Assets and Interest Bearing Liabilities- after ] . L .

DEMVAtVES . o v ot e e e $(5,878,961) $(5,709,606) $(4,632,641) $13,047,686 $ 8,333,646
Cumulative Difference as a Percentage of Total : . . ‘

ASSELS vt e e (10.20)% (9.91)% (8.04)% 22.65% 15.33%

(1) Based upon (a) historical price, (b) contractual maturity, (c) repricing date, if applicable, and (d) projected repayments of prmczpal based
upon experience.

(2) Excludes non-accrual loans totaling $27.6 million.
(3) Based upon (a) contractual maturity, (b) repricing date, if applicable, and (c) estimated principal prepayments.

(4) Interest-bearing deposits without stated maturities are assigned to categories based on observed historical rate sensitivity. To represent the
observed rate sensitivity of these deposits in the gap table, 40% of the savings, 41 % of money market and 36% of now account balances were
‘placed iri the “0 - 90 Days” catégory. The remainder of the balance was assigned to the “Over 5 Years” category to represent the relative
insensitivity of these products to changes in short-term rates.
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Our philosophy toward interest rate risk management is to limit the variability of net interest income in future
periods under various interest rate scenarios. Another measure we monitor is based on market risk. Market risk is the
risk of loss from adverse changes in market prices primarily driven by .changes in interest rates. We calculate the
value of assets and liabilities using net present value analysis with upward and downward shocks of 200 basis points
to market interest rates. The net changes in the calculated values of the assets and liabilities are tax affected and
reflected as an impact to the market value of equity.

Market Value of Equity

Change in Interest Rates $ Change % Change
(Dollars in thousands) ' , )

+200 Basis Points . . .. ... .. e . $(744,990) 3. N%
Flat Interest Rates ....... e — —
—200BasisPoints ........ . .. e e 82,125 0.6
Policy Limit. . ... ..o N/A (25.0)

As part of our overall interest rate risk management strategy, we periodically. use derivative instruments to
minimize significant unplanned fluctuations in earnings and cash flows caused by interest rate volatility. The
interest rate risk management strategy at times involves modifying the repricing characteristics of certain assets and
liabilities utilizing interest rate swaps, caps and floors.

The credit risk associated with derivative instruments is the risk of non-performance by the counterparty to the
agreements. Management does not anticipate non-performance by any of the counterparties and monitors/controls
the risk through its asset/liability management procedures. (See Item 8, Notes to Consolidated Financial Statements,
Note 10 — “Derivative Financial Instruments” for additional information on all derivative transactions).

Liquidity Risk Management

The objective of liquidity risk management is to meet our financial obligations and capitalize on new business
opportunities. These obligations include the payment of deposits on demand or at their contractual maturity, the
repayment of borrowings as they mature and the ability to fund new and existing loans and investments as
opportunities arise. . ' ‘

The Company’s primary funding source is dividends from North Fork Bank. There are various federal and state
banking laws and guidelines limiting the extent to which a bank subsidiary can finance or otherwise supply funds to
its holding company. At December 31, 2005, dividends for North Fork Bank were limited under such guidelines to
$1.3 billion. From a regulatory standpoint, North Fork Bank, with its current balance sheet structure, had the ability
to dividend approximately $1.1 billion, while still meeting the criteria for designation as a well-capitalized
institution under existing regulatory capital guidelines. Additional sources of liquidity for the Company include
borrowings, the sale of available-for-sale securities, and funds available through the capital markets.

Customer deposits are the primary source of liquidity for our banking subsidiaries. Other sources of liquidity at
the bank level include loan and security principal repayments and maturities, lines-of-credit with certain financial
institutions, the ability to borrow under repurchase agreements, Federal Home Loan Bank (“FHLB”) advances
utilizing unpledged mortgage backed securities and certain mortgage loans, funds available through the capital
markets and the sale of available-for-sale securities and the securitization or sale of loans.

Our banking subsidiaries currently have the ability to borrow an additional $12.0 billion on a secured basis,
utilizing mortgage related loans and securities as collateral. At December 31, 2005, our banking subsidiaries had
$4.1 billion in advances and repurchase agreements outstanding with the FHLB.

We also maintain arrangements with correspondent banks to provide short-term credit for regulatory liquidity
requirements. These available lines of credit aggregated $1.3 billion at December 31, 2005. We continually monitor
our liquidity position as well as the liquidity positions of our bank subsidiaries and believe that sufficient liquidity
exists to meet all of our operating requirements.
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Item 8 — Financial Statements and Supplementary Data

CONSOLIDATED STATEMENTS OF INCOME
For the Years Ended December 31,

2005 2004 2003
(In thousands, except per share amounts)
Interest Income:
Loans Held-for—Investrrient' ............................... $1,880,297 $1,078,684 $ 789,136
Loans Held-for-Sale . . ....... ... 285,221 64,391 —
Mortgage-Backed Securities .. .......... ... o o o 493,718 352,816 -258,338
Other Securities . . ..o ot i it i e e e e 116,887 78,743 62,789
Money Market Investments. . . ... i 2,358 3,518 640
Total Interest Income . ........ .. ... .. .. i . 2,778,481 1,578,152 1,110,903
Interest Expense: . : ‘ ' -
Savings, NOW & Money Market Deposits ................... 345,622 113,082 58,008
Time Deposits .. .. ... 179,630 66,056 54,127
Federal Funds Purchased & Collateralized Borrowings. .. ........ 363,430 187,008 150,724
Other Borrowings .". . .. . ... .. FEPR e - 79,918 36,785 . 32,530
Total Interest Expense. . . . . . EE e e 968,600 402,931 ‘ 295,389
Net TNterest TNCOME .« .+ . v v vvve e e e 1,809,881 1,175,221 815,514
Provision for Loan LoSSes. . . . . oo v v it 36,000 27,189 26,250
Net Interest Income after Provision for Loan Losses .......... 1,773,881 1,148,032 789,264
Non-Interest Income: ‘
Mortgage Banking Income ., ............... ... ..., e 420,838 60,842 10,065
Customer Related Fees & Service Charges . ................. 166,872 114,481 82,406
Investment Management, Commissions & Trust Fees. ........... 38,962 25,181 13,712
Other Operating Income ... ............... N, P 53,592 31,992 33,866
Securities Gains, net. .. ... P .. 10,139 12,656 -15,762
Gain on Sale of Other Investments . .. .. ................ . 15,108 3,351 - —
Total Non-Interest Income. . ... ... S 705,511 . 248,503 155,811
Non-Interest Expénse: '
Employee Compensation & Benefits . . ............. e 549,981 306,781 191,758
Occupancy & Equipment, net............. P - 192,079 - 106,174 - 66,929 !
Amortization of Identifiable Intangibles. . ... ................. 36,643 15,109 3,567
Other Operating EXpenses. . . . ....ovuvii ... 230,764 127,738 83,616
Facility Closures Expense . . . ...........vvnn. .. R 15,382 — C -
Total Non-Interest Expense . . .. . .. P R 1,024,849 555,802 345,870
Income Before Income Taxes .. ........... e P 1,454,543 840,733 - 599,2_05
Provision for Income Taxes. ............. P R A ’ 505,696 287,737 202,840
Net TNCOME. . . . oo oo oot PR $ 948,847 $ 552,996 $ 396,365
Earnings Per Share — Basic....... ...l s 8 203 $ 18 $ 1.75
Earnings Per Share — Diluted. . ... ... ... e .%$ 200 3 18 $ 173

See accompanying notes to consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

(In thousands, except per share amounts)
| ASSETS
. Cash & Due from Banks. . .................... R

. Money Market Investments . . . ..., ... ... .. i »

Securities:
. Available-for-Sale ($4,107,473 pledged in 2005 $7,219,173 pledged in
2004)
Held-to-Maturity ($13,409 pledged in 2005; $24,114 pledged in 2004) (Fair

Value $105,128 in 2005; $145,991in2004) .. ........... ... ....... .

Total SeCUIItIES . . v v v oot e e e e e

Loans:
Loans Held-for-Sale
Loans Held-for-Investment
Less: Allowance for Loan Losses. . .. ... ... i
Net Loans Held-for-Investment. . . . .. e
Goodwill . ... e
Identifiable Intangibles . .. ...... ... ... . ... .
Premises & Equipment . . ....... ... .. ... .. . . e P,
Mortgage Servicing Rights . ... ... . ... . . .
Accrued Income Receivable . . ... .. .. . ..
Other ASSELS. . .ot s S

Total Assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Deposits:
Demand . ........ ... . . . e e
Savings, NOW & Money Market. ... ....... ... ... ... ..... e
Time. ..o e

Total Depos1ts ....................... S

Federal Funds Purchased & Collateralized Borrowings. ... . .. e .
Other BOrrowings . . . ..o ot e

Total BOrTOwings. . . . ...t e

Accrued Interest Payable. . . ...... ... ...
Dividends Payable . ....... .. . . . . .
Accrued Expenses & Other Liabilities . ... ............. .. o oL

Total Liabilities . . .. ... ..o e

Stockholders’ Equity
Preferred Stock, par value $1.00; authorized 10,000,000 shares, unissued . . .
Common Stock, par value $.01; authorized 1,000,000,000 shares; issued
480,592,358 shares in 2005; 474,476,655 shares in 2004. . .. .. e
- Additional Paidin Capital . . . ........ ... ...
Retained Earnings. .. .. ... .o
Accumulated Other Comprehensive (Loss)/Income. .. ..................
Deferred Compensation. .. ... e
Treasury Stock at cost; 13,576,252 shares in 2005; 1,633,891 shares in
2004 . L e

Total Stockholders” Equity. ... ..... ... . i
Total Liabilities and Stockholders’ Equity. ... ......................

At December 31,

2005, 2004
$ 1,037,406 $ 972,506
24,843 90,394
11,295,977 15,444,625
104,210 142,573
11,400,187 15,587,198
4,359,267 5,775,945
33,232,236 30,453,334
217,939 211,097
33,014,297 30,242,237
5,918,116 5,878,277
114,091 150,734
438,040 416,003
267,424 254,857
205,892 205,189
837,308 1,093,715
$57,616,871  $60,667,055

$ 7,639,231

$ 6,738,302

20,910,161 20,598,994
8,067,181 7,475,132
36,616,573 34,812,428
.9,700,621 14,593,027
1,477,364 1,506,318
11,177,985 16,099,345
102,229 70,029
116,754 104,025
601,089 700,149
$48,614,630  $51,785,976
$ —  § —
4,806 4,745
7,035,314 6,968,493
2,581,047 2,064,148
(108,898) 240
(154,772) (125,174)
(355,256) (31,373)
9,002,241 8,881,079
$57,616,871  $60,667,055

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS.OF CHANGES IN STOCKHOLDERS’ EQUITY

Additional Accumulated Other Total

Common Paid in Retained Comprehensive Deferred Treasury  Stockholders’
For the Years Ended December 31; Stock Capital Earnings Income/(Loss) Compensation Stock Equity
(Dollars in thousands, O
except per share amounts) :
Balance, January 1,2003 ... .... 81,746 § 377311 $1,590,594 $ 17,991 $ (70,562) _ $(403,027) $1,514,053
Net Income . . ... .. e —. —_ 396,365 — — L = 396,365
Cash Dividends ($.74 per share). . . . — — (170,501) — — — (170,501)
Issuance of Stock (231,977 shares) . . — 1,116 —_ — . — - 4,636 5,752
Purchases of Treasury Stock . . ' )

(11,664,600 shares) .......... — — . — —_ — (264,193) (264,193)
Restricted S$ock Activity, net. . . . .. — 8,435 — — T (21,227 ' 21,908 9,116
Stock Based Compensation Activity, ‘ K :

e . o — (8,069) — — — 16,001 7,932
Other Comprehensive Loss ....... — — — (20,035) — — (20,035)
Balance, December 31, 2003 . . . . . $1,746 $ 378,793 $1,816,458 $ (2,044) $ (91,789) $(624,675) $1,478,489
NetIncome . . ......... e —_ — 552,996 o— — — . 552,996
Cash Dividends ($.84 per share). . . . — — (305,306) — — — (305,306)
Issuance of Stock-Acquisitions

(212,605,489 shares). . . .. ..... 1,417 6,074,218 — — — . — 6,075,635
Fair Value of Options-Acquisitions , . — 251,928 — — — e 351,928
Reissued from Treasury Acquisitions ' ‘

(25,500,000 shares) . ......... — 258,262 — — — 481,408 739,670
Issued 3-for-2 Stock Split : ' ’

(158,158,885 shares). . ........ 1,582 - (1,764) — — —_— — (182)
Issuance of Stock (181,758 shares) . . — 2,070 — — — 4,501 - . 6,571
Restricted Stock Activity, net. . . . . . — 15,981 — — (33,385) 30,447 13,043
Stock Based Compensation Activity,: - ‘ S ‘

et . .o — (10,995) — — — 76,946 65,951
Other Comprehensive Income . . . . . — — - 2,284 — — 2,284
Balance, December 31, 2004 ... .. $4,745  $6,968,493 $2,064,148 $ 240 $(125,174)  $ (31,373) $8,881,079
Netlncome . ................ — — 948,847 — — — 948,847
Cash Dividends ($.91 per share). . . . — — (431,948) — — — (431,948)
Issuance of Stock (291,980 shares) . . —_ 1,336 — —_ — 6,779 8,115
Restricted Stock Activity, net...... — 3,887 — —_ (29,598) 45423 19,712
Stock Based Compensation Activity, ) X

DEL . oo e 61 61,598 — — — 14,235 75,894
Purchases of Treasury Stock '

(14,872,200 shares) . ......... — — — — — (390,320) (390,320)
Other Comprehensive Loss . . . . . . . — — —_ (109,138) — —  (109,138)
Balance, December 31, 2005 o $4,806 $7,035,314 $2,581,047 $(108,898) $(154,772) '$(355,256) $9,002,241

See.accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 31,

_ 2005 2004 2003
(In thousands)
Cash Flows from Operating Activities: _ .
Net Income. e e e $ 948,847 $ 552,996 3 396,365
Adjustments to Reconcile Net Income to Net Cash Provided
by/(Used in) Operating Activities:
Provision for Loan LoSSes . . ..o vvvt e e 36,000 27,189 26,250
Depreciation . . . ...t e 43 ,059 24,78 1 1 5‘, 391
Net Amomzauon/(Accretmn) '
Securities . . . .. e 26,692 24,169 78,946
L0anS . oo e e 26,338 (9,348) (19,937
Borrowings ‘& Time Deposits. . .............. ... ... .. . (138,931) (41,492) (1,325)
Intangibles .................. S 36,643 15,109 3,567
" Deferred Compensation . . . .. ...vvveiineeiniie, 21,572 14,575 9,858
Gain on Sale of Loans Held-for-Investment . . .............. (5,198) — -
Securities Gains, net(1) . .. ... .. e (10,139) (12,656) (15,762)
Gain on Sale of Facilities, Iet . . . .. ..o, — — (10,980)
Debt Restructuring Costs. . .......cco i — — 11,955
Capitalization of Mortgage Servicing nghts ............... (132,171) (50,444) —
Amortization of Mortgage Servicing Rights . .. ............. 87,354 20,841 —
Temporary Impairment Charge — Mortgage Servicing Rights. . . 23,126 — —
Loans Held-for-Sale: “ : » ,
Originations ..................... PP PR (36,960,981)  (8,636,582) (372,656)
Proceeds from Sales(2) . ........ .. . oL 37,543,726 7,700,063 . 350,806
Gainon Sale. ...t e (431,145) (53,710) (4,822)
Other .. ... I e e e e e 1,265,077 324,123 —
Purchases of Trading Assets . ........... . ..., (50,000) (13,911) (148,314)
Sales of Trading Assets. . ... ...t .. 48,516 14,015 150,731
Other,net ................ e e , 105,836 (93,774) (108,536)
Net Cash Provided by/(Used in) Operating Activities . ... ... 2,484,221 (194,056) 361,537
Cash Flows from Investing Activities:
Originations of Loans Held-for-Investment, Net of Principal :
Repayments and Charge-offs .. ............. ... ... ... (3,961,3526)  (3,091,948) (948,034)
Proceeds from Sales of Loans Held-for-Investment. . ......... 1,174,793 — —
Purchases of Securities Available-for-Sale ... .............. (2,079,010)  (4,795,103)  (6,260,244)
Proceeds from Sales of Securities Available-for-Sale ......... 2,258,489 1,442,626 1,532,384
Maturities, Redemptions, Calls and Principal Repayments on
Securities Available-for-Sale .. ........ ... .. ... ....... 3,789,232 3,174,137 6,035,159
Purchases of Securities Held-to-Maturity .................. (3,010) (7,758) (51,248)
Maturities, Redemptions, Calls and Principal Repayments on
Securities Held-to-Maturity . ......................... 40,632 57,274 167,351
Purchases of Premises and Equipment, net. .. .............. (74,582) (47,380) (35,585)
Cash Acquired in Purchase Acquisitions .................. — 835,418 —
Net Cash Provided by/(Used in) Investing Activities. . ...... 1,145,018 (2,432,734). 439,783

See accompanying notes to consolidated financial statements.

49




CONSOLIDATED STATEMENTS OF CASH FLOWS — (Continued)

For the Years Ended December 31,

2005 2004 2003
(In thousands) '
Cash Flows from Financing Activities: ‘
Net Increase in Deposits. « . ..ot v e e © 1,838,018 3,619,781 1,923,585
Net Decrease in Borrowings . .. ... ... P PR (4,791,688) (278,661)  (2,191,801)
Purchases of Treasury Stock . . ... ... ... ... . ... (390,320) ’ — (264,193)
E.xercise of Stock Options and Common Stock Sold for Cash............ 133,319 64,216 5,752
Cash Dividends Paid . ... ... ... i e (419,219) (247,037) (167,610)
Net Cash (Used in)/Provided by Financing Activities . . ... ........... (3,629,890) 3,158,299 ' (694,267)
Net (Decrease)/Increase in Cash and Cash Equivalents . .. ......... ... (651) 531,509 107,053
Cash and Cash Equivalents at Beginning of the Year . . ................ 1,062,900 531,391 424,338
Cash and Cash Equivalents at Year End . . ... ... .. e PP $1,062249 § 1,062,900 $ 531,391
Supblemental Disclosures of Cash Flow Information: .
Cash Paid Durihg the Year for:
Interest EXpense. . .. oo vttt $1,075331 $ 441,663 $ 309,397
INCOmE TAXES . . oo vttt e e 'S 283,898 $ 139,497 - § 214,027
During the Year, Certain Securities Were Purchased Which Settled in the ' : : :
Subsequent Year. . . . ... oottt e .. % 40914 $ 2,352 . '$ 31,095
Non-Cash Activity Related to the GreenPoint and TCNJ Acquisitions not
Reflected Above are as Follows: (3) -
"Fair Value of Assets Acquired. .. ... ..ot i —  $30,218,756 —
Liabilities ASSUMEd . . . .ot v oo e e —  $29,607,910- —

(1) Gain on sale bf securities, net, includes a $6.0 million permanent impairment charge in 2005,

(2) Excludes loans retained in the held-for-investment portfolio totaling $5.3 billion and $1.9 billion in 2005 and

2004, respectively.

(3) Excludes goodwill and identifiable intangibles established in the acquisitions. See Notes to Consolidated

Financial Statements, Note 2 — “Business Combinations” for additional information.

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

2005 2004 2003
(In thousands)
NetIncome . . ... e e $948,847  $552,996  $396.365
Other Comprehensive Income: ’
Unrealized Gains/(Losses) On Securities:
Changes in Unrealized (Losses)/Gains Arising During the Year . .. ... (194,898) 18,900 . (44,434)
Less: Reclassification Adjustment for Gains Included in Net Income .. - (10,139) (12,656) (15,762)
‘ Changes in Unrealized (Losses)/Gains Arising During the Year .... (205,037) 6,244 (60,196)
Related Tax Effect on Unrealized Gains/(Losses) Arising During . :
the Year .. ... ...t e 88,166 (2,685) 25,884
Net Chaﬁge in Unrealized (Losses)/Gains Arising During the Year. . (116,871) 3,559 (34,312)
Unrealized Gains/(Losses) On Derivative Instruments: ‘ ) ' .
Changes in Unrealized Gains/(Losses) Arising During the Year . . . ... 10,938 (10,207) (5,465)
Add: Reclassification Adjustment for Expenses/Losses Included in Net
Income ... ... 2,628 7,970 30,512
Changes in Unrealized Gains/(Losses) Arising During the Year . ... = 13,566 = (2,237) 25,047
Related Tax Effect on Changes in Unrealized Losses Arising )
During the Year . .......... e (5,833) 962 (10,770)
Net Change in Unrealized Gains/(Losses) Arising During the Year. . 7,733 (1,27%) 14,277
Net Other Comprehensive (Loss)/Income . ..................... $(109,138) $ 2,284  $(20,035)
Comprehensive Income .. ......... . i $ 839,709  $555,280  $376,330

See accompanying notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — Business and Summary of Significant Accounting Policies

North Fork Bancorporation, Inc. is a regional bank holding company organized under the laws of the State of
Delaware and registered as a “bank holding company” under the Bank Holding Company Act of 1956, as amended.
North Fork Bank, our principal bank subsidiary, operates from 353 retail bank branches in the New York
Metropolitan area. We also operate a nationwide mortgage business (GreenPoint Mortgage Funding Inc.).
GreenPoint Mortgage is in the business of originating, selling and servicing a wide variety of mortgages secured
by 1-4 family residences and small commercial properties. Through our -other non-bank subsidiaries, we offer
financial products and services to our customers including asset management, securities brokerage, and the sale of
alternative investment products. We operate a second subsidiary bank, Superior Savings of New England, N.A,,
which focuses on telephonic and media-based generation of deposits.

In May 2004, we acquired The Trust Company of New Jersey (“TCNJ”). TCNJ was the fourth largest
commercial bank headquartered in New Jersey and operated in the northern and central New Jersey market area.
TCNI represented our first significant expansion into a state other than New York. At the date of merger, TCNJ had
$4.1 billion in total assets, $1.4 billion in securities, $2.1 billion in net loans, $3.2 billion in deposits and $.7 billion
in borrowings. :

In October 2004, we acquired GreenPoint Financial Corp. (“GreenPoint™). GreenPoint operated two primary
businesses, a New York based retail bank (“GreenPoint Bank™) and a separate mortgage banking business
(“GreenPoint Mortgage” or “GPM”) with nationwide operations. GreenPoint Bank maintained 95 retail bank
branches in the New York Metropolitan area. At the date of merger, GreenPoint had $27 billion in assets, $6.8 billion
in securities, $5.1 billion in loans held-for-sale, $12.8 billion in loans held-for-investment, $12.8 billion in deposits,
and $11.4 billion in borrowings.

Basis of Presentation

The accounting and financial reporting policies of the Company and its subsidiaries are in conformity with
accounting principles generally accepted in the United States of America. The preparation of financial statements,
in conformity with accounting principles generally accepted in the United States of America, requires that
management make estimates and assumptions that affect the reported amounts of assets and Habilities, the
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
income and expenses during the reporting period. Such estimates are subject to change in the future as additional
information becomes available or previously existing circumstances are modified. Actual results could differ from
those estimates. Additionally, where applicable, the policies conform to the accounting and reporting guidelines
prescribed by bank regulatory authorities. All significant inter-company accounts and transactions have been
eliminated. Certain prior period amounts have been reclassified to conform to current period presentation.

Significant Accounting Policies
Securities

Securities that we have the positive intent and ability to hold to maturity are classified as held-to-maturity and
carried at amortized cost. Securities that may be sold in response to, or in anticipation of, changes in interest rates
and resulting prepayment risk, or other factors, and marketable equity securities, are classified as available-for-sale
and carried at fair value. Unrealized gains and losses on these securities are reported, net of applicable taxes, as a
separate component of accumulated other comprehensive income, a component of stockholders’ equity. Equity
securities that do not have a readily determinable fair value are reported at cost. Debt and equity securities that are
purchased and held principally for the purpose of selling them in the near term are classified as trading securities
and reported at fair value. Unrealized gains and losses on trading securities are reported as a component of other
non-interest income. Management determines the appropriate classification of securities at the time of purchase,
and at each reporting date, management reassesses the appropriateness of the classification.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continted)

Interest income on securities, including amortization of premiums and accretion of discounts, is recognized
using the level yield method over the lives of the individual securities. Realized gains and losses on sales of
securities are computed using the specific identification method The cost basis of individual held-to-maturity and
available-for-sale securities are reduced through write-downs to reflect other-than- temporary impairments in Value
These Wme downs are reported as ‘a component of securities gams net.

Accounting for Derivative Financial Instruments

Derivative financial instruments are recorded at fair value s either assets or liabilities on the balance sheet.
The accounting for changes in the fair value of a derivative instrument is determined by whether it has been
designated and qualifies as part of a-hedging relationship and based on the type of ‘hedging relationship.
Transactions hedging changes in the fair value of a recognized asset, liability, or firm commitment are classified
as fair value hedges. Derivative instruments hedging exposure to variable cash flows of recognized assets, liabilities
or forecasted transactions are classified as cash flow hedges.

~ Fair 'Value hedges result in the imniediate recognition through earnings of gains or losses ‘on the derivative
instrument, as well as corresponding losses or gains on the hedged financial instrument to the extent they are
attnbutable to the hedged risk. The gain or loss on the effective por’uon of a derivative instrument designated as a
cash flow hedge is reported as a comporient of other compréhensive income, and reclassified to earnings in the same
period that the hedged transaction affects earnings. The gain or loss on the ineffective portion of the derivative
instrument, if any, is recognized in earnings for both fair value and cash flow hedges. Changes in the fair value of the
derivative instruments are recorded as changes in both the fair value of the swap and the hedged financial
instrument. Derivative instruments not qualifying for hedge accounting treatment are recorded at fair value and
classified as trading assets or liabilities with the resultant changes in fair value recogmzed in earnings during the
period of chiange.

In the event of early termination of a derivative contract, previously designated as part of a cash flow hedging
relationship, any resulting gain or loss is deferred as an adjustment to the carrying value of the assets or liabilities,
against which the hedge had been designated with a corresponding offset to other comprehensive income, and
reclassified to earfiings over the shorter of the remaining life of the designated assets or liabilities, or the derivative
contract. However, if the hedged item is no longer on balance sheet (i.e. sold or canceled) the derivative gain or loss
is 1mmed1ate1y reclassified to earnings. :

As part of our mortgage banking business, we enter into commitments to originate or purchase loans whereby
the interest rate on the loan is determined prior to funding (“interest rate lock commitment”). Interest rate lock
commitments related to loans that we intend to sell in the secondary market are considered free-standing
derivatives. These derivatives are required to be recorded at fair value, with changes in fair value recorded in
current period earnings. In accordance with Staff Accounting Bulletin No. 105, “Application of Accounting
Principles to Loan Commitments”, interest rate lock commitments are initially valued at zero. Changes in fair value
subsequent to inception are based on changes in the fair value of loans with similar characteristics and changes in
the probability that the loan will fund within the terms of the commitment, which is affected pnmanly by changes in
interest rates and passage of time. In general, the probability that a loan will fund increases if mortgage rates rise and
decreases if mortgage rates fall. The initial value inherent in the loan comrmtment at orlglnatlon is recognized
through gain on sale of loans when the underlying loan is sold.

We are exposed to interest rate risk from the time an interest rate lock commitment is made to a borrower to the
time the resulting mortgage loan is sold in the secondary market. To manage this risk, we use derivatives, primarily
forward sales contracts on mortgage backed securities and forward delivery commitments, in an amount equal to the
portion of interest rate contracts expected to clgse. The duration of these derivatives is sélected to have the changes
in their fair value correlate closely with the changes in fair value of the interest rate lock commitments on loans to be
sold. These derivatives are also required to be recorded at fair value, with changes in fa1r value recorded in current
period earnings. . :
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Loans Held-for-Sale

Loans held- for-sale consist pnmanly of residential mortgage loans, secured by one-to-four famﬂy resuiemlal
propertles located throughout the United States. Loans originated with the intent of selling in the secondary market
are classified as held-for-sale. Loans held- for—sale are carried at the lower of aggregate cost, net of deferred fees,
deferred origination costs and effects of hedge accounting, or fair value. The fair value of loans held-for-sale are
determined using current secondary market prices for loans with similar coupons, maturities and credit quality.

~_The fair value of loans held-for-sale is impacted by changes in market interest rates. The exposure to changes
in market interest rates is hedged primarily by selling forward contracts on agency securities. These derivative
instruments, designated as fair value hedges, are recorded. on the balance sheet at fair value with changes in fair
value being recorded in gain-on sale of loans in current earnings. Also changes in the fair value of loans held-for-sale
are recorded as an adjustment to the loans’ carrying basis through gain on sale of loans in current earnings.

As pait of our mortgage banking operations, commitmerits to purchase or originate loans are entered into
whereby the interest rate on the loans is determined prior to funding (“interest rate lock commitments”). Interest rate
lock commitments on loans we intend to sell are recorded as derivative instruments as defined in Statement of
Financial Accountlng Standards (“SFAS”) No. 133 — “Accounting for Derivative Instruments and Hedging
Activities” and the fair value of interest rate lock commitments are determined using current secondary market
prices for underlying loans with s1m1lar coupons, maturity and credit quality, subject to the antlc1pated loan fundmg
probablhty, or pull through rate.

Similar to loans held-for-sale, the fair value of interest rate lock commitments is subject to change due to
changesin-market interest rates. In addition, the value of interest rate lock commitments is affected by changes in
the anticipated loan funding probability or pull through rate. These changes in fair value are also hedged primarily
by selling forward contracts on agency securities. Both the interest rate:lock commitments and the related forward
contracts are recorded at fair value with changes in fair value being recorded in current eamings in gain on sale of
loans.

Accountmg for Sales of Loans Held- for-Sale

Loans originated for sale are primarily sold in the secondary market as whole loans. Whole Ioan sales are
executed with either the servicing rights being retained or released to the buyer. For sales where the loans are sold
with the servicing released to the buyer, the gain or loss on the sale is equal to the difference between the proceeds
received and the carrying value of the loans sold. If the loans are sold with the servicing rights retamed the gain or
loss on the sale is'also impacted by the fair value attributed to the servmmg rights.

Mortgage Servicing Rights

The right to service mortgage loans for others, or Mortgage Servicing Rights (“MSRs™), is recognized when
mortgage loans are sold in the secondary market and the right to service these loans are retained for a fee. The MSRs
initial carrying value is determined by allocating the recorded investment in the underlying mortgage loans between
the assets sold and the interest retained based on their relative fair values at the date of transfer. Fair value of the
MSRs is determined using the present value of the estimated future cash flows of net servicing income. MSRs are
carried at the lower of the initial carrying value, adjusted for amortization, or fair value. MSRs are amortized in
proportion to, and over the period of, estimated net servicing income. The amortization of MSRs is periodically
analyzed and adjusted to reflect changes in prepayment speeds. '

To determine fair value, a valuation model that calculates the present value of estimated future net servicing
income is utilized. We use assumptions in the valuation model that market participants use when estimating future
net servicing income, including prepayment speeds, discount rates, default rafes, cost to sérvice, escrow account
earnings, contractual servicing fee income, ancillary income and Iate fees.

MSRs are pericdically evaluated for impairment based on the difference between the carrying amount and
current fair value. To evaluate and measure impairment, the underlying loans are stratified based on’certain risk
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characteristics, including loantype, note rate and investor servicing requirements. If it is determined that temporary
impairment exists, a valuation allowance is established by risk stratification through a charge to earnings for any
“excess of amortized cost over the current fair value. If determined in future periods that all or a portion of the -
temporary impairment no longer exists for a particular risk stratification, the valuation allowance is reduced by
increasing earnings. However, if impairment for a particular risk stratification is deemed other-than-temporary
(recovery of a recorded valuation allowance is remote), a direct write-down, permanently reducing the carrying
value of the MSRs is recorded. The periodic evaluation of MSRs for other-than-temporary impairment considers
both historical and projected trends in interest rates, payoff act1v1ty and whether inipairment could be recovered
through increases in market interest rates. -

Representation and Warranty Reserve

The representation and warranty reserve is available to cover probable losses inherent Wlth the sale of loans in
the secondary market. In the normal course of business, certain representations and warranties are made to investors
at the time of sale, which permit the investor to return the loan to the seller or require the seller to indemnify the
investor (make whole) for any losses incurred by the investor while the loan remains outstanding.

The evaluation process for determining the adequacy of the representation and warranty reserve and the
periodic provisioning for estimated losses is performed for each product type on a quarterly basis. Factors
considered in the evaluation process include historical sales ‘volumes, aggregate repurchase and indemnification
activity and actual losses incurred. Additions to the reserve are recorded as a reduction to the gain on sale of loans.
Losses incurred on loans we are required to either repurchase or make payments to the investor under the
indemnification pfovisions are charged against the reserve. The representation and warranty reserve is included in
accrued expenses and other liabilities in the consolidated balance sheet. '

Loans Held-for-Investment

Loans are stated at the principal amount outstanding, net of unearned income and net deferred loan fees and
costs. Interest i income is recognized using the interest method or a method that approximates a level rate of return
over the loan term. Net deferred loan fees and origination costs are recognized in interest income over the loan term
as a yield adjustment. j

Non-Accrual and Restructured Loahs

Loans are generally placed on non-accrual status when payments become 90 days past due, unless they are well
secured and in the process of collection. Loans may also be placed on non-accrual status if management has doubt as
to the collectibility of interest and principal prior to a loan becoming 90 days past due. Interest and fees previously
accrued, but not collected, are generally reversed and charged against interest income at the time a loan is placed on
non-accrual status. Interest payments received on non-accrual loans are recorded as reductions of principal if, in
management’s judgment, principal repayment is doubtful. Loans may be reinstated to an accrual or performing
status if future payments of principal and interest are reasonably assured and the loan has a demonstrated period of

- performance. -

Loans are classified as réstructured when management grants, for economic or legal reasons related to the
borrower’s financial condition, concessions to the borrower that we would not otherwise consider. Generally, this
occurs when the cash flows of the borrower are insufficient to service the loan under its original terms. Restructured
loans are reported as such in the year of restructuring. In subsequent reporting periods, the loan is removed from
restructured status if the loan yields a market rate of interest, 1s performing in accordance with the restructured
terms, and such performance is expected to contmue

Provision and Allowance for Loan Losses

The allowance for loan losses is available to cover probable losses inherent in the loans held-for-investment
portfolio. Loans held-for-investment, or portions thereof, deemed uncollectible are charged to the allowance for
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loan losses, while recoveries, if any, of amounts previously charged-off are added to.the allowance. Amounts are
charged-off after giving consideration to such factors as the customer’s financial condition, underlylng collateral
- values and guarantees, and general economic conditions. .

The evaluation process for determining the adequacy of the allowance for loan losses and the periodic
provisioning for estimated losses is undertaken on a quarterly basis, but may increase in frequency should
conditions arise that would require- our prompt attention. Conditions giving rise. to such action are business
combinations or other acquisitions or dispositions of large quantmes of loans, dispositions of non-performing.and
marginally performing loans by bulk sale or any development which may indicate an adverse trend. Recognition is
also given to the changing risk profile resulting from business combinations, customer performance, results of
ongoing credit-quality monitoring processes and the cyclical nature of economic and business conditions.

The loan portfolio is categorized according to collateral type, loan purpose or borrower type (i.e. commercial,
consumer). The categories used include Multi-Family Mortgages, Residential 1-4 Family Mortgages, Commercial
Mortgages, Commercial and Industrial, Consumer, and Construction and Land. An important consideration is our
concentration of real estate related loans. .

The methodology employed for assessing the adequacy of the allowance consists of the following criteria:

« Establishment of reserve amounts for speciﬁcally identified criticized loans including those érlsing from
busmess combinations and those designated as requiring spec1al attention by our internal loan review
program, or bank regulatory examinations (spec1f1c -allowance method).

* An allocation to the remaining loans giving effect to historical losses experienced in each loan category,
cyclical trends and current economic conditions which may impact future losses (loss experience factor
method). .

The initial allocation or specific-allowance method commences with loan officers and underwriters grading
the quality of their loans on a risk classification scale ranging from 1 - 8. Loans identified as below investment grade
are referred to our independent Loan Review Department (“LRD”) for further analysis and identification of those
factors that may ultimately affect the full recovery or collectibility of principal and/or interest. These loans are
subject to continuous review and monitoring while they remain in a criticized category. Additionally, LRD is
responsible for performing periodic reviews of the loan portfolio independent from the identification process
employed by loan officers and underwriters. Loans that fall into criticized categories are further evaluated for
impairment in accordance with the provisions of Statement of Financial Accounting Standards (“SFAS”) No. 114,
“Accounting by Creditors for Impairment of a Loan.” The portion of the allowance allocated to impaired loans is
based on the most appropriate of the following measures: discounted cash flows from the loan using the loan’s
effective interest rate, the fair value of the collateral for collateral dependent loans, or the observable market price of
the impaired loan. ‘ :

The remaining allocation apphes a category spec1ﬁc loss experience factor to loans which have not been
specifically reviewed for’ impairment, including smaller balance homogeneous loans that we hdve identified as
residential and consumer, which are not specifically reserved for impairment. These category specificfactors give
recognition to our historical loss, experience, as well as that of acquired businesses, cyclical trends, current
economic conditions and our exposure to real estate values. These factors are reviewed on a quarterly basis with
senior lenders to ensure that the factors applied to each loan category are reflective of trends or changes in the
current business environment which may affect these categories.

Upon completion of both allocation processes, the specific and loss experience factor method allocations are
combined, producing the allocation of the allowance for loan losses by loan category. Other factors used to evaluate
the adequacy of the allowance for loan losses include the amount and trend of criticized loans, results of regulatory
examinations, peer group comparisons and economic data associated with the relevant markets, specifically the
local real estate market. Because many loans depend upon the sufficiency of collateral, any adverse trend in the
relevant real estate markets could have a significant adverse effect on the quality of our loan portfolio. This may lead
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management to consider that the overall allowance level should be greater than the amount determined by the
allocation process described above. ’ :

Premises and Equipment

Premises and equipment, including leasehold 'imprbvements, are stated at cost, net of accumulated depre-
ciation and amortization. Equipment, which includes fumiture and fixtures, are depreciated over the assets’
estimated useful lives using the straight-line method (3 to 10 years). Bank premises and leasehold improvements are
amortized, using the straight line method, over the estimated useful life of the related asset or the lease term,
whichever is shorter. Mainienance, repairs and minor improvements are charged to non- interest expense in the
period incurred. .

Impairment

Long-lived assets including goodwill and certain identifiable intangibles are periodically evaluated for
impairment in value. Long-lived assets and deferred costs are typically measured whenever events or circumstances -
indicate that the carrying amount may not be recoverable. No such events have occurred during the periods reported.
Certain identifiable intangibles and goodwill are evaluated for impairment at least annually utilizing the “market
approach” as prescribed by SFAS No. 142, “Goodwill and Other Intangible Assets.” Asset impairment is recorded
when required.

Other .Real Estate

Other real estate consists of property acquired through foreclosure or deed in lieu of foreclosure. Prior to
foreclosure, the recorded amount of the loan is written down, if necessary, to the fair value of the property based on
the appraised value adjusted for estimated disposition costs, by a charge to the allowance for loan losses.

Income Taxes

Income taxes are provided for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are
measured using enacted rates expected to apply to taxable income in the years in which those temporary differences
are expected to be recovered or settled. The effect on deferred taxes of a change in tax rates is recognized in income
in the period the change occurs. Deferred tax assets are reduced, through a valuation allowance, if necessary, by the
amount of such benefits that are not expected to be realized based on current available evidence.

Earnings Per Share (‘EPS”)

Basic EPS is computed by dividing net income available to common stockholders’ by the weighted average
number of common shares, as adjusted for restricted shares outstanding during the period. Diluted EPS is computed
by dividing net income available to common stockholders’ by the weighted average number of common shares
outstanding as, adjusted for restricted shares, and common stock equivalents (i.e. stock options) outstanding during
the period and accounted for under the treasury stock method. The weighted average number of common shares
outstanding used in the computation of Basic EPS was 467,306,333, 294,490,840 and 226,304,234 for 2003, 2004,
and 2003, respectively. The weighted average number of common shares outstanding used in the computation of
Diluted EPS was 472,790,713, 299,219,291 and 228,774,213 for 2005, 2004 and 2003, respectively.

Accounting for Stock-Based Compénsation

Stock-based compensation plans are accounted for in accordance with the requirements specified in
SFAS No. 123 “Accounting for Stock-Based Compensation” (“SFAS 123”), as amended by SFAS No. 148,
“Accounting for Stock-Based Compensation — Transition and Disclosure” (“SFAS 148”). As permitted under
these Statements, we have elected to apply the intrinsic value method in-accounting for option-based stock
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compensation plans. Accordingly, compensation expense has not been recognized in the accompanying: consol-
idated financial statements for stock-based compensation plans, other than restricted stock-awards. Restricted stock
awards are recorded as deferred compensation, a component of stockholders’ equity, at fair value as of the date of
grant and amortized to compensation expense over the awards’ specified vesting periods. Since the intrinsic value
method is used, we are required to disclose the pro-forma impact on net income and earnings per share that the fair
value-based method would have had, if it was applied rather than the intrinsic value method. See Note 16 —
“Common Stock Plans”, for additional information. .

Accordingly, the following table illustrates the effect on net income and earnings per share as if the fair value-
based method had been applied to all outstanding awards in each perlod

2005 2004 2003
(Dollars in thousands, except per share amounts) .
Net Income, as Reported .......... ... ovvrien. .. ... $948.847  $552,996  $396,365
Add: Restricted Stock Expense Included in Net Income Net o
OF TaXES . vttt et e e et e e b 13,841 9,536 6,809
Less: Total Stock-based Employee Compensation Expense

Determined Under the Fair Value Method for All Awards,

Net Of TaXES. . ot oot e e e et e e e (22,489) 16,377y ~ (9,254)
Pro-Forma Net [NCOME . . o o v v vttt e e e et e $940,199  $546,155  $393,920
Earnings Per Share: o . .

Basic — as Reported ........ e $ 203 $ 188 § 175
.Basic — Pro-Forma ........... T 2.01 1.85 1.74
Diluted —as Reported .. ... 2.01 1.85 1.73

Diluted — Pro-Forma . . . ... .. oottt e 1.99 1.83 1.72

Goodwill and Identifiable Intangible Assets

Goodwill and identifiable intangible assets (primarily core deposit intangibles) reflected on the consolidated
balance sheets arose from previous acquisitions. At the date of acquisition, we recorded the assets acquired and
liabilities assumed at fair value. The excess of cost over the fair value of the net assets acquired is recorded on the
balance sheet as goodwill. The cost includes the consideration paid and all direct costs associated with the
~ acquisition. Indirect costs relating to the acquisition are expensed when incurred based on the nature of the item.

In accordance with the requirements specified in SFAS No. 142 “Goodwill and Other Intangible Assets”,
goodwill and identifiable intangible assets having an indefinite useful life are no longer amortized but are
periodically assessed for impairment. Identifiable intangible assets having an estimated useful life are separately
recognized and amortized over their estimated useful lives. The required assessment of goodwill impairment, was
completed-as of December 31, 2005 and management determined that no impairment exists.

Statement of Cash Flows

For purposes of the accompanying consolidated statements of cash flows, cash and cash equivalents are
defined as the amounts included in the consolidated balance sheets under the captions “Cash & Due from Banks”
and “Money Market Investments”, with contractual maturities of less than 90 days.

Cash flows associated with derivative financial instruments are classified in the accompanying consolidated
statements of cash flows in the same category as the cash flows from the assets or liabilities being hedged. -
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NOTE 2 — Business Combinations
The Trust Company of New Jersey

In May 2004, The Trust Company of New Jersey (“TCNJ”), a New Jersey s‘tate-chanered bank was acquired,
in a tax free merger. TCNJ shareholders received one share of the Company’s common stock for each share of TCNJ
* common stock held or 27.8 million shares, adjusted for the three-for-two stock split. At the merger date, TCNJ had

$4.1 billion in total assets, $1.4 billion in securities, $2.1 billion in loans, $3.2 billion in deposits and $.7 billion in
borrowings. :

GreenPoint Financial Corp.

In October 2004, GreenPoint Financial Corp. (“GreenPoint”) was acquired, in a tax free merger. GreenPoint’s
shareholders received 1.0514 shares of the Company’s common stock for each of share of GreenPoint common
stock held, for a total issuance ‘of 210.3 million shares (adjusted for the three-for-two stock split). GreenPoint
operated two primary businesses, a retail savings bank (GreenPoint Bank) and a national mortgage company
(GreenPoint Mortgage Funding, Inc.). At the merger date, GreenPoint had $27 billion in assets, $6.8 billion in
securities, $5.1 billion in loans held-for-sale, $12.8 billion in loans held-for-investment, $12.8 billion in deposits
and $11.4 billion in borrowings. On February 21, 2005, the operations of GreenPoint Bank were merged with and
into North Fork Bank. GreénPoint Mortgage continues to operate as a separate subsidiary.

Identifiable Intangibles

The following table represents a roll forward of identifiable 1ntang1b1es which is comprised primarily of core
deposus intangibles from previous acquisitions.

2005 2004 2003
(In thousands)
Gross Carrying Value ......... e .. $188,243 $ 35,165 -$ 35,165
Add: GreenPoint Acquisition(l) ........................ — 113,726 —
Add: TCNJ Acquisition(2) . ................. T — 39,352 —
Gross Carrying Value . ..................... PRTRII $188,243 $188,243  § 35,165

Less: Accumulated Amortization. . ...................... (74,152) (37,509) (22,400)

Net Carrying Value ................................ $114,091  $150,734 $ 12,765 -

(1) The GreenPoint core deposit intangible is being amortized over 11 years on an accelerated basis.

(2) The TCNJ core deposit intangible is being amortized over 8 years on an accelerated basis.

Amortization expense of identifiable intangibles was $36.6 million, $15.1 million and $3.6 million for 2005,
2004 and 2003, respectively. The aggregate amortization expense is projected to be $33.6 million, $25.6 million,
$20.5 million, $16.1 million and $6.6 million in 2006, 2007, 2008, 2009 and 2010, respectively.

Goodwill

Goodwill was $5.9 billion for both 2005 and 2004, respectively. Any changes in goodwill during 2005 were
insignificant and resulted from the final purchase accounting adjustments for facility and compensation related
matters that were not available at the time we closed the acquisition of GreenPoint. Goodwill is analyzed for
impairment on an annually basis. No impairment loss was recorded in 2005 or 2004.
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NOTE 3 — Securities
Available-for-Sale Securities

The amortized cost, gross unrealized gains, gross unrealized losses and estimated fair values of availa-
ble-for-sale securities were as follows at December. 31

.- 2005 _ . 2004

Gross © Gross . - Gross Gross
"Amortized Unrealized Unrealized Fair "Amortized Unrealized Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
(In thousands) .
CMO Agency Issuances . ... ... $ 3,604,117 § 54 $ (92,886) $ 3,511,285 $ 5,121,001 $11911  $(34,669) $ 5,098,243
CMO Private Issuances. . .. .... 3,484,016 299 (74,526) 3,409,789 4,723,080 14,628 (15,895)  4,721.813
Agency Pass-Through S ' T - ‘

Certificates . .. ..... I -1,986,388 3,554 (33,455) 1,956,487 . - 2,715,253 28,109 (6,295) 2,737,067
State & Municipal Obligations . . . 884,742 2,339 (5,843) .. 881,238 916,239 6,147 2,274 920,112
Equity Secorities(1)(2) . . ... ... 663,371 13,659 (1,505) 675,525 790,042 5,377 - (1,414) 794,005
U.S. Treasury & Agency ' : ) . : .

Obligations . . .. .......... . 233,468 — (2,316) 231,152 361,987 2,737 (949) 363,775
Other Securities . .......... " 628,737 6,134 - (4,370) 630,501 800,848 12,075 (3,313 809,610

$11484,839 $26039  $(214,901) $11,295977 $15428450 $80,984  $(64,809) $15444,625

(1) Amortized cost and fair value includes $265.8 million and $351.7 million in Federal Home Loan Bank stock at December 31, 2005 and
2004, respectively. ‘

{2) Amortized cost and fair value includes $332.3 million and $342.8 miillion at December 31, 2005 and $369.6 million and $371 2 million at
December 31, 2004 in Freddie Mac and Fannie Mae Preferred Stock, respectively.
Held-to-Maturity Securities

The amortized cost, gross unrealized gains, gross unrealized losses and estimated fair values of held-to-ma-
turity securities were as follows at December 31:

2005 ’ 2004
Gross Gross ' Gross © Gross
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
(In thousands)
Agency Pass-Through :

Certificates. . .. ... ... $ 46,155 $ 525 $ (866) $ 45,814 $ 57,719 $1,402 $(345) $ 58,776
CMO Private Issuances. . 9,430 — 472) 8,958 24,426 209 (484) 24,151
State & Municipal ’ 4

Obligations .. ...... 38,301 - 1,815 — 40,116 45,303 2,688 — 47,991
Other Securities. . ... .. 10,324 — (84) 10,240 15,125 — (52) 15,073

$104,210 $2,340 $(1,422) $105,128 $142,573  $4,299 $(881) $145991

Mortgage backed securities represented 78% of total securities at December 31, 2005, and included pass-
through certificates guaranteed by GNMA, FHLMC or FNMA and collateralized mortgage-backed obligations
(“CMOs”) backed by government agency pass-through certificates or whole loans. The pass-through certificates
included both fixed and adjustable rate instruments. CMOs, by virtue of the underlying collateral or structure, are
AAA rated and are either fixed rate current pay sequentials and planned amortization class (PAC) structures or
adjustable rate issues. The -adjustable rate pass-throughs and CMOs are principally Hybrid adjustable rate
mortgages (ARMs). Hybrid ARMs typically have a fixed initial rate of interest from 3 through 7 years and at
the end of that term convert to-a one year adjustable rate of interest indexed to short term benchmarks (i.e. LIBOR or
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one-year Treasuries). Hybrid ARMs included in Pass- throughs and CMOs as of December 31, 2005 aggregated
$2.6 billion.--

At December 31, 2005, securities' carried at $7.3 billion. were pledged to secure securities sold under
agreements to repurchase, other borrowings, and for other purposes as required by law. Securities pledged under
agreements pursuant to which the collateral may be sold or re-pledged by the secured parties approximated
$4.1 billion, while securities pledged under agreements pursuant to which the secured parties may not sell or re-
pledge the collateral approxrmated $3.2 billion at December 31, 2005.

At December 31 2005, the amortized cost and estimated fair value of securities by contractual maturity are
presented in the table below. Expected maturities will differ from contractual maturities since issuers ‘may have the
right to call or prepay oblrgatrons wrthout call or prepayment penalties.

Available-for-Sale Held-to-Maturiry
Amortized Fair Amortized Fair
Cost Value Cost . Value
(In thousands) i y
Due in One Yearor Less . ... ... e $ 478204 $ 477,790 $ 4,050 $ 4,060.
Due After One Year Through Five Years . .. 370,916 367,467 19,771 19,854
Due After Five Years Through Ten Years 168,607 - 167,621 10,962 11,530
Due After Ten Years T 729,220 .730,013 13,842 14,912
~ Sub- total . e e AN . $1,746,947  $ 1,742,891  § 48,625 $ 50,356
CMO’s ... e 7,088,133 6,921,074 . 9,430 8,958
- Agency Pass-Through Certificates . ....... 1,986,388 1,956,487 46,155 . 45,814

EqQuity SeCUTities . ... .......o.ueennn.. 663,371 675,525 — —
: 511484830  $11205977  $104210  $105,128

'The proceeds from reahzed gains and losses on securities were as follows at December 31,

2005 2004 - 2003
(In thousands)
Proceeds from Sales. .. .......... ... ... ... . ... $2,258,489  $1,442,626 = $1,532,384
Gross Realized Gains. .. ............. e e $ 18,651 $ 14,780 . $ 24,901
Gross Realized Losses . . ......... ... ... (8,512) (2,124) (9,139)
' Net Realized Gains. .. .. .. ... S $ 10,139 § 1265 §$ 15762

In December 2005, $577 million in s_e_cﬁriti_es were identified as other than temporarily impaired resulting in a
realized loss of $6.0 million. Theses securities were sold in January 2006. Gross realized gains and losses for 2005,
2004 and 2003 resulted from sales of mortgage backed securities, corporate bonds and certain equity and capital
securities.
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The following table provides the gross unrealized losses and fair value, aggregated by investment category and
length of time the individual securities have been in a continuous unrealized loss position, as of December 31, 2005:

Less than 12 Months 12 Months or Longer Total
Fair Unrealized . Fair Unrealized Fair Unrealized
Value " Losses Value ] Losses Value Losses
(In thousands) o v ‘ o . )
CMO Agency Issuances . ... .. .. $1,166,734 $(20,888) $2,136,310 $ (71,998) $3,303,044 $ (92.,886)
CMO Private Issuances ........ 1,954,853 (40,364) 1,254,785 (34,634) 3,209,638 (74,998)
Agency Pass-Through ‘ _— ‘ . :

Certificates. . . ............. 1,154,060  (16,974) 521,106 (17,347) 1,675,166 (34,321)
State & Municipal Obligations . ' 581,355 (3,663) 87,048 (2,180) 668,403 (5,843)
U.S. Treasury & Agency _

Obligations . .............. 59,943 (1,488) 24,538 (828) 84,481 (2,316)
Equity Securities .. ........... ‘ 43,686 (397) 99,268 (1,108) 142,954 (1,505)
Other Securities . ... ......... 78,561 (1,393) 133,144 (3,061) 211,705 (4,454)

Total Temporarily Impaired ‘

Securities . .. ... ... ... ... $5,039,192  $(85,167) $4,256,199 $(131,156) $9,295,391 $(216,323)

As of December 31, 2005, approximately 93% of the unrealized losses in the securities portfolio was
comprised of mortgage-backed securities. The remaining 7% of the unrealized losses is concentrated in corporate
bonds and state and municipal obligations. Management reviews these securities at least annually and there are no
instances of credit or rating agency downgrades. Management believes these price movements can be attributed to
the increase in current market credit spreads on'similar issuances.

When purchasing investment securities, the Company’s overall interest-rate risk profile is considered as well
as the adequacy of expected returns relative to risks assumed, including prepayments. In continuously managing the
investment securities portfolio, management occasionally sells investment securities as a result of changes in
interest rates and spreads, actual or anticipated prepayments, credit risk associated with a particular security, and/or

following the completion of a business combination.

NOTE 4 — Loans

The composition of loans designated as held-for-sale are summarized as follows at December 31,

Loans Held-for-Sale: . % %
(Dollars in thousands) _ ) 2005 of Total 2004 of Total
Mortgages Loans. . ............ o, $3,824,547  89%  $4,339,581 76%
Home Equity........... . S L. .496,656 1 1,380,247 24
o Total.......... . AP R $4,321,203 100%  $5,719,828 100%
Deferred Origination COsts . .................. 38,064 56,117
Total Loans Held-For-Sale ... ............... $4,359,267 $5,775,945
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The composition of loans designated as held-for investment are summarized as follows at December 31,:

% %

Loans Held-for-Investment: - 2005 of Total 2004 of Total
(Dollars in thousands) . :
Commercial Mortgages . ................... $ 6,206,416 = 19% $ 5,369,656 18%
Commercial & Industrial . .................. 4,709,440 14 3,046,820 _10

Total Commercial ...................... 10,915,856 33 8,416,476 28
Residential Mortgages . . ................... 15068,443 45 15,668,938 51
Muiti-Family Mortgages ................... 4,821,642 15 4,254,405 14
CONSUIMEL . v ot ot ettt e et et e e e ’ 1,558,782 5 1,604,863 5
Constructionand Land. . ................... 829,273 _2 . 480,162 2

Total ..o $33,193,996  100% $30,424,844 100%
Deferred Origination Costs, net .............. 38,240 28,490

Total Loans Held-for-Investment. . .......... $33,232,236 $30,453,334'

The loan portfolio is concentrated primarily in loans secured by real estate. The segments of the real estate
portfolio are diversified in terms of risk and repayment sources. The underlying collateral includes residential 1-4
family mortgages, and multi-family apartment buildings, owner occupied/non-owner occupied commercial prop-
erties and construction and land leans. The risks inherent in the loan portfolio are dependent on both regional and
general economic stability, which affect property values and the financial well being and creditworthiness of the
borrowers.

At December 31, 2005, loans secured by real estate of $4.0 billion were pledged as collateral under borrowing
arrangements with the Federal Home Loan Bank of New York.

Related Party Loans

Loans to related parties include loans to directors and their related companies and executive officers of the
Company and its subsidiaries. Such loans are made in the ordinary coutse of business on substantially the same
terms as loans to other individuals and businesses of comparable risks. We do not extend loans to directors and
executive officers for purposes of financing the purchase of the company’s common stock. Related party loans,
consisting principally of residential mortgage loans, aggregated $4.9 million and $4.8 million at December 31, 2005
and 2004, respectively.

Non-Performing Assets

Non-performing assets include loans ninety days past due and still accruing, non-accrual loans and other real
estate. Other real estate consists of properties acquired through foreclosure or deed in lieu of foreclosure. Other real
estate is carried at the lower of the recorded amount of the loan or the fair value of the property based on the
appraised value adjusted for estimated disposition costs. Other real estate is reﬂected on the accompanying balance
sheet as a component of other assets.
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The following table represents the components of non-performing assets at December 31,:

2005 2004
(In thoﬁsands) ‘
Non-Performing Loans Held-for-Investment:
Commercial MOITAZES . . . .o oottt e e e e $ 498 $ 16,890
Commercial & Industrial. . ... ... .. 7,970 8,730
Total COMMETCIal . -« . ..o oottt 8468 25,620
Residential Mortgages. . ............. e 19,315 103,745
Multi-Family MOItEAZES . . . . .o o v eee e e e e 550 1,290
Consumer . .. ... e e e 2,684 3,178
Construction and Land . . . . ..o v vv ot — —
Totél Non-Performing Loans-Held-for-Investment .. ................... $31,017 $133,833
Total Non-Performing Loans-Held-for-Sale . ......................... 13,931 60,858
Total Non-Performing Loans ... ... ....................... .. 44948 194,691
Other Real Estate . ... ...t e e e 4,101 17,410
Total Non-Performing Assets . ............. L e e $49,049 - $212,101

Interest foregone on non-accrual loans aggregated $2.2 million in 2005, $2.9 million in 2004 and $1.0 million
in 2003 and 2002, respectively. As part of the analysis for loan losses, certain loans are assessed for impairment as
specified by the criteria established in SFAS No. 114 “Accounting by Creditors for Impairment of a Loan”. The
level of loans identified as impaired and the related valuation was not significant at December 31, 2005 and 2004.

At December 31, 2003, there were no commitments to lend additional funds to borrowers whose loans were
non-performing. Additionally, there were no restructured, accruing loans outstanding at December 31, 2005 and
2004.

NOTE 5 — Allowance for Loan Losses

A summary of changes in the allowance for loan losses is shown below for the years ended December 31,

2005 2004 2003

(In thousands)

Balance at Beginning of Year .. . ........ ... ... ... .... $211,097  $122,733  $114,995
Provision for Loan Losses .. ........ . i, 36,000 27,189 26,250
Allowance From Purchase Acquisitions. . ................. L — 84,977 L
TOAl © v v et e 247,097 234,899 141,245
Recoveries Credited to the Allowance. .. ................. 15,646 12,769 -~ 8,122
Losses Charged tothe Allowance .. ..................... (44,804) (36,571) (26,634) -
Balance at End of Year. . .. ... oo $217,939  $211,097 $122,733

64




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

NOTE 6 — Premises and Equipment

The following is a summary of premises and equipment at December 31,

2005 2004

(In thousands)
Land .. $ 96,425 $ 94830
PLEINSES . . .« . o v e v e e e e e e e e e e 141,922 132,480
Leasehold IMPIOVEMENES . . . . ..ottt ettt e e et ie e 191,384 172,622
Equipment .. ... i 236,527 - 242,393

‘ 666,258 642,325
Less: Accumulated Depreciation and Amortization .......... e (228,218) (226,322)

"$438,040  $ 416,003

— De;p_reciation and amortization of prenﬁsés and equipment, is reflected as a component of occupancy and
equipment, net in the consolidated statements of income, was $43.1 million, $24.8 million and $15.4 million for
2005, 2004 and 2003, respectively. :

NOTE 7 — Deposits

The following table répresents the composition of customer deposit liabilities at December 31,:

2005 2004
% ’ %
Amount of Total Amount of Total
(Dollars in thousands) ’
Demand ..........ccoovuunn. e $ 7,639,231 209% $ 6,738,302 19.3%
Money Market Accounts . .................. 10,013,110 27.3 9,246,236 26.6
NOW . 5,593,121 15.3 5,019,159 14.4
SAVINGS . o oo vt 5,303,930 14.5 6,333,599 182
Time . .. ... 5,428,921 148 - 4,932,301 14.2
Certificate of Deposit, $100,000 and Over ... ... 2,638,260 7.2 2,542,831 7.3
Total Deposité ......................... $36,616,573 100.0%  $34,812,428 100.0%

The aggregate amount of overdrawn deposit balances reclassified asloans was $35.4 million and $24.0 million
as of December 31, 2005 and 2004, respectively.

The following is a summary of the remaining maturity of time deposits including certificates of deposits,
$100,000 and over as of December 31, 2005:

Balance

(In thousands) o

20006 . . L e e $6,647,496
2007 . 866,488
2008 .. .. e e e e e 213,711
2000 . . 234,685
2010 . e e DR e e 72,882
Thereafter .. ........ .. .. . . e ... e e e e e 2,784

Total Time and Certificates of Deposits(1) ... ... ..., $8,038,046

(1) Excludes $29.1 million in purchase accounting adjustments.
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The remaining maturities of certificate of deposits in amounts of $100,000 and over at December 31,.2005,
were as follows: :

Balance
(In thousands) . )

T3 MONthS OF eSS, .« . ot e e $1,076,979
3006 MONIAS « . oo e v B 672,127
6tol2Months ............... BT S R 587,446
Greater Than One Year . ........................ e 301,708

$2,638,260

NOTE 8 — Federal Funds Purchased and Collateralized Borrowings

The following table summarizes the components of federal funds purchased & collateralized borrowings at
December 31, : ' A .
2005 2004

(In thousands)

Federal Funds Purchased ........... e _A$2,634,000 $ 2,311,000

Securities Sold Under Repurchase Agreéfnénts ................... 3,783,017 7,138,175

Federal Home Loan Bank Advances. . .............. ..., ... .... 3,283,604 5,143,852
Total Federal Funds Purchased and Cellateralized Borrowings . . . . . . $9,700,621  $14,593,027

The following is a summary of federal funds purchased and securities sold under agreements to repurchase
(“Repos™) at and for the years ended December 31,:

2005 2004 2003
(Dollars in thousand)
Federal Funds Purchased:
Period End Balance . .......................... $2,634,000 $2,311,000 $ 263,000
Maximum Amount Outstanding at Any Month End . ... 2,705,000 2,523,000 336,000
Average Outstanding Balance ... ................. 1,642,185 643,436 105,748
Weighted Average Interest Rate Paid. . ... ... Ll 327%  1.93% 1.18%
Weighted Average Interest Rate at Year End . .. ... ... 417 2.54 0.99-
Securities Sold Under Agreements to Repurchase: -
Period End Balance ... ... ..., $3,783,017  $7,138,175 $1,908,154
Accrued Interest Payable at Period End. . ... ........ 14,903 20,381 - 7,607
Maximum Amount Outstanding at Any Month End. ... 7,964,087 7,307,012 4,550,000
Average Outstanding Balance . .. ... .............. $5,730,343  $3,087,946 3,101,184
Weighted Average Interest Rate Paid. .. ............ 3.14% 2.60% 241%
Weighted Average Interest Rate at Year End .. . ... ... 3.68 2.89 292

Interest swaps were used to convert certain Repos from variable rates to fixed rates. (See Note 10 —
“Derivative Financial Instruments” for additional information). The impact of these swaps was to change the
weighted average interest rate paid in the above table to 3.19%, 2.81% and 2.85%, at December 31, 2005, 2004 and
2003, respectively.

Qualifying Repos are treated as financings and the obligations to repurchase securities sold are reflected as
liabilities on the consolidated balance sheets. The dollar amount of securities underlying the agreements remain in
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the asset accounts, although the securities underlying the agreements are delivered to the brokers who arranged the
transactions. In certain instances, the brokers may have sold, loaned, or disposed of the securities to other parties in
the normal course of their operations, ‘and have agreed to resell substantially similar securities at the maturity of the
agreements to the Company.

The following is a summary of the amortized cost and fair value of securities collateralizing Repos, in addition
to the amounts of and the contractual interest rates on the related borrowings.

: US. Gov.’t
Total MBS(1) Agencies(1)
o Average  Amortized Fair " Amortized Fair Amortized Fair
Contractual Maturity Repo’s (2) (3) Rates(d) Cost Value - Cost Value Cost’ Value
(Dollars in thousands) ‘ . ’ : : .
Up to 30 days . . . % 10,608 431% § 14366 $ 14,033 $ 14367 $ 14032-% — § —
30 to 90 Days . ... .. 325,000 3.96 303,679 295,397 303,679 . 295397 — —
90 Days to 1 Year. . . 450,000 3.47 695,045 676,871 . 695,045 . 676,871 — —
In Excess of 1 Year. . | 2,950,000 4.45 ‘ 3,206,810 3,135,021 3,144,801 3,074,411 62,009 60,610

Total ............ $3,735,608  4.29% $4.219.900 $4,121,322 $4,157,892 $4,060,711  $62,009 $60,610

(1) Excludes accrued interest receivable of $]6.4 million. .
(2) Excludes accrued interest payable of $14.9 million.
(3} :Excludes $47.4 million in purchase accounting discounts.

(4) The wetghted avemge interest rate at year end 2005 with purchase accounting adjustments was 3.68%.

The contractual maturity of Federal Home Loan Bank (“FHLB”) Advances at December 31, 2005 is as
follows: . ‘ .

: o : ‘ v FHLB Average
Maturity - . Co . A Lo Advances(1) Rates(1)(2)
(Dollars in thousands) . ' ' ’
2006 ... SO e . $ 550,000  471%
2007 i PR e R 725015 4.66
2008 .................... 350,000 .5.50
2000 .. D R
2000 L e 900,000 © 545
TRETEATET . .+ v e e e et ... 650000 497

Total . ... ... i S $3,175,015 5.05%

(1) Excludes $108.6 million in purchase accounting discounts.

(2} The weighted average interest rate at year end including purchase accounting adjustments was 3.57%.

Our banking subsidiaries havé the ability to borrow an additional $11.9 billion on a secured basis, utilizing
mortgage related loans and securities as collateral. At December 31, 2005, $4.1 billion in advances and repurchase
agreements were outstanding with the FHLB.

Arrangements with correspondent banks are maintained to provide short-term credit for regulatory liquidity
requirements. These available lines of credit aggregated $1.3 billion at December 31, 2005. We continually monitor
~ our liquidity position as well as the liquidity positions of our banking subsidiaries and believe that sufficient
liquidity exists to meet all of our operating requirements.

67



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

NOTE 9 — Other Borrowings

The following tables summarize other borrowings oufstémding as of December 31,:

Subordinated Notes:

2005 2004
(Dollars in thousands)
Parent Company:
5.875% Subordinated Notés due August 2012. .. ... e e $349,408  $349,319
5.0% Subordinated Notes due August 2012 ....... e e 150,000 150,000
Subsidiary Bank:
-9.25% Subordinated Bank Notes due October 2010 ... - 178,622 184,474
Total Subordinated Notes . . ......... P e 678,030 683,793
Fair Value Hedge Adjustment ......... P (31,040) - (22,888)
Total Subordinated Notes Carrying: Amount. . . . . . e . 3646990  $660,905 °

$350 million of 5.875% Subordinated Notes and $150 million of 5% leed Rate/Floating Rate Subordinated
Notes which mature in 2012, were issued in August 2002. These issuances qualify as Tier II capital for regulatory
purposes. The 5.875% Subordinated Notes bear interest at a fixed rate through maturity, pay interest semi-annually
and are not redeemable prior to maturity. The Fixed Rate/Floating Rate Notes bear interest at a fixed rate of 5% per
annum for the first five years, and convert to a floating rate thereafter until maturity based on three-month LIBOR
plus 1.87%. Beginning in the sixth year, we have the right to redeem the Fixed Rate/Floating Rate Notes at par plus
accrued interest. There are $500 million in pay floating swaps, designated as fair value hedges, that were used to
convert the stated fixed rate on these Notes to variable rates indexed to three-month LIBOR. (See Note 10 —
“Derivative Financial Instruments” for additional information).

$150 million of 9. 25% Subordinated Bank Notes were assumed from GreenPoint. The 9.25% Subordinated
Bank Notes mature in- 2010, pay interest semi-annually and currently $120 million qualifies as Tier II capital for
regulatory purposes. The 9.25% Subordinated Bank Notes were recorded at fair value as of the acquisition date and
includes the remaining fair value discount of $28.6 million and $34.6 million at December 31, 2005 and
December 31, 2004, respectively, which reduced the effective cost of funds to 4.61%. A

Junior Subordinated Debt (Related to Trust Preferred Securities):

2005 2004

(In thousands)
8.70% Junior Subordinated Debt — due December 2026 ... ............ $102,839  $102,827
8.00% Junior Subordinated Debt — due December 2027 ............... 102,811 102,798
8.17% Junior Subordinated Debt —due May 2028.................... 46,547 46,547
9.10% Junior Subordinated Debt — due June 2027. .. .. e e 235,867 237,251

Total Junior Subordinated .. .......... A e 488,064 489,423
Fair Value Hedge Adjustment .. ............. ... . . ... .c..coo... . 7,427 15,165

Total Junior Subordinated Debt Carrymg Arnount ................ ‘... $495491  $504,588

Capital Securities (or “Trust Preferred Securities”), which qualify as Tier I Capital for regulatory purposes,
were issued through Wholly-Owned Statutory Business Trusts (the “Trusts”). The Trusts were initially capitalized
with common stock and the proceeds of both the common stock and Capital Securities were used to acquire Junior
Subordinated Debt issued by the Company. The Capital Securities are obligations ‘of the Trusts. The Junior
Subordinated Debt and Capital Securities bear the same interest rates, are due concurrently and are non-callable at
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any time in whole or in part for ten years from the date of issuance, except in certain limited circumstances. They
may be redeemed annually thereafter, in whole or in part, at declining premiums to maturity. The costs associated
with these issuances have been capitalized and are being amortized to maturity using the straight-line method.

$200 million of 9.10% Capital Securities were assumed from GreenPoint. The corresponding Junior Sub-
ordinated Debt of $206.2 million previously issued was recorded at fair value as-of the acquisition date and includes
the remaining fair value discount of $29.7 million and $31.1 million at December 31, 2005 and December 31, 2004,
respectively, which reduced the effeptive cost of funds to 7.63%.

Pay floating swaps of $245 million, designated as fair value ‘hédges were used to convert a corresponding
amount in Junior Subordinated Debt from their stated fixed rates to variable rates indexed to three-month LIBOR.
(See Note 10 — “Derivative Financial Instruments” for additional information.)

Senior Notes:

2005 2004
(In thousands) ) o
3.20% Senior Notes due June 6, 2008 .......... S $344,945  $342.869
Fair Value Hedge Adjustment . ........... .. ..t (10,062) (2,044)
" Total Senior Notes Carrying Amount . . ......vvvientnn ... $334,883  $340,825

$350 million of 3.20% Senior Notes were assumed from GreenPoint. The 3.20% Senior Notes mature in 2008,
and pay interest semi-annually. These notes were recorded at fair value as of the acquisition date and include the
remaining fair value premium of $5.1 million and $7.1 million at December 31, 2005 and December 31, 2004,
respectively, which increased the effective cost of funds to 3.84%.

Pay floating swaps of $350 million, designated as fair value hedges, were used to convert the stated fixed rate
on these notes to variable rates indexed to the three-month LIBOR. (See Note 10 — “Derivative Financial
Instruments” for additional information). -

NOTE 10 — Derivative Financial Instruments

The use of derivative financial instruments creates exposure to credit risk. This credit exposure relates to losses
that would be recognized if the counterparties fail to perform their obligations under the contracts. To mitigate this
exposure to non-performance, we deal only with counterparties of good credit standing and establish counterparty
credit limits. In connection with our interest rate risk management process, we periodically enter into interest rate
derivative contracts. These derivative interest rate contracts may include interest rate swaps, caps, and floors and are
used to modify the repricing characteristics of specific assets and liabilities.
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The following table details the interest rate swaps and the associated hedged liabilities outstandmg as of
December 31, 2005:

Fixed  Variable

. ) . Notional Interest Interest

Maturity - - ' Hedged Liability - Amounts Rates Rates
(Dollars in thousand) . ‘ ‘
Pay Fixed Swaps , .
2008 ... . Repurchase Agreement $ 75,000 6.14%  4.29%
Pay Floating Swaps o _ o '
2007 .. . 5.00% Subordinated Notes ~$ 150,000 5.00% 6.64%
2008 ... 3.20% Senior Notes 350,000 320% 4.10%
2012 ..o ....... 5.875% Subordinated Notes 350,000 5.88% = 6.64%
2026 .. 8.70% Junior Subordinated Debt 100,000 870%  6.61%
2027 ... ... P 8.00% Junior Subordinated Debt 100,000 8.00% 5.98%
2028 .. 8.17% Junior Subordinated Debt 45,000 .8.17% 7.03%

' - $1,095,000

At December 31, 2005, $75 million in pay fixed swaps, designated as cash flow hedges, were outstanding.
These agreements change the repricing characteristics of certain repurchase agreements, requiring us to make
periodic fixed rate payments and receive periodic variable rate payments indexed to three-month LIBOR, based on a
common notional amount and identical payment and maturity dates. As of December 31, 2005, these swaps hdd an
unrealized loss of $2.2 million, which is recorded as a component of other liabilities (the net of tax amount of
$1.2 million is reflected in stockholders’ equity as a component of accumulated other comprehensive loss). The use
of pay fixed swaps outstanding incréased interest expense by $2.6 million, $8.0 million and $23.9 million for the
years ended December 31, 2005, 2004 and 2003, respectively. The decline in swap related interest expense was due
primarily to the maturity of $100 million in the second quarter of 2004. Based upon the current interest rate
environment, approximately $.6 million of the $1.2 million after tax unrealized loss is expected to be reclassified
from accumulated other comprehensive loss during the next twelve months.

At December 31, 2005, $1.1 billion of pay floating swaps, designated as fair value hedges, was outstanding.
$350 million in pay floating swaps was used to convert the stated fixed rate on the 5.88% subordinated notes to
variable rates indexed to three-month LIBOR. The swap term and payment dates match the related terms of the
subordinated notes. $150 million in pay floating swaps were used to convert the stated fixed rate on the
5% subordinated notes to variable rates indexed to three-month LIBOR. The swap terms are for five years,
matching the period of time the subordinated notes pay a fixed rate. Beginning in the sixth year, we have the right to
redeem the fixed rate/floating rate notes at par plus accrued interest or the interest rate converts to a spread over
three month LIBOR. At December 31, 2005, the fair value adjustment on these swaps resulted in a loss of
$31.0 million and is reflected as a component of other liabilities. The carrying amount of the $500 million in
subordinated notes was decreased by an identical amount. These swaps increased interest.expense by approxi-
mately $.3 million and reduced interest expense by $9.0 million and $5.3 million for the years ended December 31,
2005, 2004 and 2003, respectively. There was no hedge ineffectiveness recorded in the Consolidated Statements of
Income on these transactions for all periods reported.

$350 million of pay floating swaps was used to convert the stated fixed rate on the 3.20% senior notes to
variable rates indexed to three-month LIBOR. The swap term and payment dates match the related terms of the
senior notes. At December 31, 2005, the fair value adjustment on the swaps resulted in a loss of $10.1 million and is
reflected as a component of other liabilities. The carrying amount of the $350 million in senior notes was decreased
by an identical amount. For the years ended December 31, 2005 and 2004, these swaps reduced interest expense by
$.9 million and $1.3 million, respectively. There was no hedge ineffectiveness recorded in the Consolidated
Statements of Income on these transactions for all periods reported. :
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Interest rate swap agreements were also used to change the repricing characteristics of $245 million in Junior
Subordinated Debt from their stated fixed rates to variable rates indexed to three-month LIBOR. The swaps contain
payment dates, maturity dates and embedded call options held by the counterparty (exercisable in approximately
two years), which are identical to the terms and call provisions contained in the Junior Subordinated Debt. At
December 31, 2003, the fair value adjustment on these swaps resulted in a gain totaling $7.4 million and is reflected
as a component of other assets. The carrying amount of the $245 million in Junior Subordinated Debt was increased
by an identical amount. For the years ended December 31, 2005, 2004 and 2003 these swaps reduced interest
expense by $8.1 million, $12.6 million and $12.3 million, respectively. There was no hedge 1neffect1veness recorded
in the Consolidated Statements of Income from these transactions for each perlod reported.

As part of our mortgage bankmg operations, we enter into commitments to originate or purchase loans
whereby the interest rate on the loan is determined prior to funding (“interest rate lock commitment”). Interest rate
lock commitments on mortgage loans that we intend to sell in the secondary market are considered free- -standing
derivatives. These derivatives are carried at fair value with changes in fair value recorded as a component of gain on
sale of loans. In accordance with Staff Accounting Bulletin No. 105, “Application of Accounting Principles to
Loan Commitments”, interest rate lock commitments are initially valued at zero.-Changes in fair value subsequent
to inception are determined based upon current secondary market prices for underlying loans with similar coupons,
maturity and credit quality, subject to the anticipated probability that the loan will fund within the terms of the
commitment. The initial value inherent in the loan commitments at origination is recognized through gain on sale of
loans when the underlying loan is sold. Both the interest rate lock commitments and the related hedging instruments
are recorded at fair value with changes in fair value recorded in current earnings as a component of gam on sale of
loans.

Generally, if interest rates increase, the value of our interest rate lock commitments and funded loans decrease
and loan salé margins are:adversely impacted. We hedge the risk of overall changes in fair value of loans
held-for-sale and interest rate lock commitments generally by entering into mandatory commitments to deliver
mortgage whole loans to various investors, selling forward contracts on mortgage backed securities of Fannie Mae
and Freddie Mac and, to a lesser extent, by using futures and options to economically hedge the fair value of interest
rate lock commitments. In accordance with SFAS 133, certain of these positions qualify as fair value hedges against
a portion of the funded held-for-sale loan portfolio and result in adjustments to the carrying value of designated
loans through gain on sale based on fair value changes attributable to the hedged risk. The forward contracts, futures
and options used to economically hedge the loan commitments are accounted for as economic hedges and naturally
offset loan commitment mark-to-market gains and losses recognized as a component of gain on sale.

The notional amount of all forward contracts was $1.9 billion at December 31, 2005. Forward contracts
designated as fair value hedges associated with mortgage loans held-for-sale had a notional value of $1.5 billion at
December 31, 2003. The notional amount of forward contracts used to manage the risk associated with interest rate
lock commitments on mortgage loans was $407 million at December 31, 2005.

The following table shows hedge meffectweness on fair value hedges included in gain on sale of loans for the
years ended December 31,:

2005 2004
(In thousands) )
(Loss)/Gain on Hedged Mortgage Loans . .. ...t $(13,016) $ 15,038
Gain/(Loss) on Derivatives . . . ... ... e 11,400 (14,418)
Hedge Ineffectiveness. ... ... ... ... . - $(1,616) $ 620
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NOTE 11 — Income Taxes

The components of the consohdated provmon for 1nc0me taxes are shown below for the years ended

December 31, .
2005 2004 - 2003 .

(In ‘thousands)- .. : . ‘ LG . L .
Current Tax Expense *"......... e L ... $387,313 $ 78755  $215930
Deferréd Tax Expense/(Benefit) . . . . . e Jo.. 118,383 208,982 ~_(13,090)

Prov1sron for Income Taxes .......................... $505,696 $287,737 $202,840

- The followrng table reconciles the statutory federal tax rate to the effective tax rate on mcorne before income

taxes for the years ended December 31
2005 2004 2003

, FederalrStatutory.Tax RAIES . . .ot e et e e e 35.00% 35.00% 35.00%

Increases/Reductions Resulting from: ' .
»State’ and Local Income Taxes, Net Qf Federal Income Tax Benefit. . ...~ 1.44 2.17 .84
Tax Exempt Interest, net . ............. SR . PR T (1.28)  (1.59)  (1.56)

Dividends Received Deduction . .. ...o........vouunneiinen.. L34 (24 (32
Other, NEt. . oot e (0% (.12) (1))
Total Adjustments. ........ e e Ceae e (.23) (.78) (1.15)

Effective Tax Rate. . . . ... ........... e R L. 3477% 34.22% 33.85%. -
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The components of the net deferred tax asset or liability included in “Other Assets” or “Accrued Expenses &
Other Liabilities” on the accompanying consolidated balance sheets at December 31, are as follows:

2005 2004
(In thousands) )
Deferred Tax Assets: o :
Allowance for Loan Losses . .. .. .. e SR ..., $92280 S 80,117
Deferred Compensation and Other Employee Benefit Plans .. ..... ... ... : 50,527 52,251
Deductible Merger Related Charges. ... .................... IR - 15,859 38,674 1
Retained Liability, (Manufactured Housing) ... ... .. f e e e TN - 111,523 147,806
Valuation Differences Resulting From Acquired Assets and L1ab1ht1es e e 66,624 106,960
Unrealized Loss on Securities Available-for-Sale ... .................. 77,584 —
Other ............iiviveviin... P S 90,037 76,719
Gross Deferred Tax ASSel . ..o ii it e e e %504, 434 $502,527
Valuation Allowance ............. e e e . . : (4,567). (4,567)
Deferred Tax Asset .. ....... e e e . $499.867  $497,960
Deferred Tax Liabilities: . :
Unrealized Gain on Securities Available- for Sale ................ I $ _— $ 4,830
Excess Book Basis Over Tax Basis — Premises and Equ1pment .......... 9,034 14,165
Income Not Realized for Tax Purposes. . . .......................... " 31,444 -~ 68,338
SErVICINE ASSELS « . vt ettt et e oo 105361 0 94,604
OtheT .. e 182,380 99,647
Gross Deferred Tax Liability ............. ..., $328,219 $281,584
‘Net Deferred Tax ASSEt . ... ... .ovovereees ... U $171,648  $216,376

During 20035, the valuation allowance remained at $4.6 million. Management continues to reserve a portion of
the New York State and City deferred tax asset due to uncertainties of realization. Additionally, as a result of
merging with and acquiring thrifts, retained earnings at December 31, 2005 and 2004 includes approximately
$276 million, for which no Federal income tax liability has been recognized. This amount represents the balance of
acquired thrift bad debt reserves created for tax purposes as of December 31, .1987. These amounts are subject to
recapture in the unlikely event that the Bank makes distributions in excess of earnings and profits, redeems its stock,
or liquidates. - ) )

NOTE 12 — Business Seghients

Tn October 2004, we assumed a national mortgage business with the Green Point acquisition. As a result, we
have divided our operatlng activity into two pnmary business segments: Retail Banking and Mortgage Banking.

The retail bankmg business provxdes a full range of bankmg products and services prmc1pally through
355 branches located throughout the New York Metropolitan area. The mortgage banking segment is conducted
through GreenPoint Mortgage, which ongmates sells and services a wide variety of mortgages secured by 1-4
family ‘residences and small commercial properties, on a nationwide basis.

‘We changed our segment reporting structure in the fourth quarter of 2004, to reclassify our financial services
division into the retail banking segment. The financial services division had previously been reported as a separate
operating segment. The products offered by this segment included the sale of alternative investment products
(mutual funds and annuities), frust services, discount brokerage and investment management. The primary delivery
channel for these products is the retail bank’s branches. As a result of the previously mentioned realignment, this
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area reports directly to the head of retail banking and from a budgeting and performance measurement perspective it

is viewed as a component of the retail bank:

The segment information presented in the table below is prepared according to the following methodologies:

* Revenues and expenses directly associated with each segment are included in determining net income.

» Transactions between segments are based on specific criteria or appropriate third party rates.

* Inter-company eliminations and the sale of our minority interest in a non-public finance company are

reflected in the “Other” column.

The following table provides information ‘necessary for a’reasonable representation of each segment’s
contribution to consolidated net income for the years ended December 31, 2005 and 2004, respectively.

(In Lhousands) .
Year ended December 31, 2005

Net Interest Income .. ..............,
Provision for Loan Losses ............

Net Interest Income After Provision for

LoanLosses. . ...................

Non-Interest Income:
Mortgage Banking Income(2) ... .. ...

Customer Related Fees & Service
Charges ............ ... ...

Investment Management,
Commissions & Trust Fees . .. .. ...

Other Operating Income . . ... ..., ...
Securities Gains, net. . .............
~ Gain on Sale of Other Investments . . . .

‘Total Non-Interest Income.. . . . . . ...

Non-Interest Expense:

" Employee Compensation and Benefits. .
Occupancy and Equipment, net. . . . ...
Other Operaﬁng Expenses ..........
Facility Closures Expense...........
- Total Non-Interest Expense . . . ... ..

Income Before Income Taxes . .........
Provision for Income Taxes ...........

Net INCOME © oo oo ov e o

Total ASSEtS. . ....0....oounn...

Retail " Mortgage Segment Consolidated
Banking Banking Totals Other Operations
$ 1,700,077 $ 109,143 $ 1,809,220 $ 661 $ 1,809,881
36,000 — 36,000 — 36,000
1,664,077 109,143 1,773,220 661 1,773,881
— 512,936 5]2,936 (92,098) 426,838
166,872 — 166,872 — 166,872
38,962 — ' 38,962 C— 38,962
46,801 6,791 53,592 —_ 53,562
10,139 — 10,139 — 10,139
— — — 15,108 15,108
) 262,774 519,727 782,501 (76,990) 705,51 1
361,413 188,568 549,981 — 549,981
152,267 39,812 192,079 — 192,079
230,069 80,606 310,675 (43,268) . 267,407
15,382 — 15,382. — 15,382
759,131 308,986 1,068,117 ) (43,268.) 1,024,849
1,167,720 319,884 1,487,604 . (33,061) 1,454,543
385,244 134,337 ‘ 519,581 - (13,885) 505,696
$ 782476 $ 185547 $ 968,023 -$(19,176) $ 948,847
$52,905,745° $4,711,126 $57.616871 $  — $57.616.871
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(In thousahds) )

Year ended December 31, 2004

Net Interest Income . ............
Provision for Loan Losses. . .......

Net Interest Income After Provision
for Loan Losses ........ e
Non-Interest Income:
Mortgage Banking Income(2) . . ..
Customer Related Fees & Service

Investment Management,
Commissions & Trust Fees . ...
Other Operating Income . .......
" Securities Gains, net .. .........
Gain on Sale of Other
Investments................
Total Non-Interest Income . . . . .

Non-Interest Expense:
Employee Compensation and
Benefits ..................
Occupancy and Equipment, net . . .
Other Operating_ Expenses. ... ...

Total Non-Interest Expense . . . .

Tncome Before Income Taxes .. .. ..
Provision for Income Taxes........

Net Income .......... e

Total Assets .. .................

Retail Mortgage Segment Consolidated
Banking Banking Totals Other Operations
$' 1,132,036 § 42,423 $ 1,174,462  § 759 $ 1,175,221

27,189 — 27,189 — 27,189
1,104,850 42,423 1,147,273 759 1,148,032
— 82,524 - 82,524 (21,682) 60,842

114,481 — 114,481 — 114,481
24,952 229 25,181 — 25,181
30,692 3,599 34,291 (2,299) 31,992
12,656 — 12,656 — 12,656

— — — 3,351 3,351

182,781 86,352 269,133 (20,630) 248,503
263,124 43,637 306,781 — 306,781
95,171 11,003 106,174 — 106,174
124,328 18,519 142,847 — 142,847
482,623 73,179 555,802 — 555,802
805,008 55,596 860,604 (19,871) 840,733
275,510 19,027 294,537 (6,800) 287,737

$ 529498 $ 36,569 $ 566,067 $(13,071) $ 552,996
$54,178,528  $6,488,527  $60,667,055 $ —  $60,667,055

The table below represents the components of mortgage banking income for the years ended December 31,

(In mpﬁsands)
Mortgage Banking Income:

Gain on Sale of Loans Held-for-Sale(2)

Mortgage Banking Fees,net. . .......... ... .. ... .. ... . ...

Amortization of Mortgage Servicing Rights
Temporary Impairment — Mortgage Servicing Rights

Total Mortgage Banking Income

(1) GreenPoint Mortgage was acquired on October 1, 2004.

2005 2004(1)
$431,145 - $ 53,710
100,173 27,973

(87,354)  (20,841)

(23,126) _
$420,838  $ 60,842

(2) Inaccordance with U.S accounting principles, we were required to adjust the historical carrying value of loans classified by GreenPoint as
held-for-sale as of the acquisition date to fair value. As a result, the economic gain from the sale of these mortgage loans that would
ordinarily be reflected as a component of non-interest income at the date of sale was recorded as a fair value adjustment to the loans,
historical carrying vales and reflected as a reduction to goodwill. This fair value adjustment was $(.5) million and $56.4 million at

December 31, 2005 and 2004, respectively.
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NOTE 13 — Mortgage Servicing Rights

" Mortgage Servicing Rights (“MSRs”), are recognized when mortgage loans are sold in the secondary market
and the right to service these loans are retained for a fee. MSRs are carried at the lower of the initial carrying value,
adjusted for amortization or fair value. MSRs are amortized in proportion to, and over the period of, estimated net
servicing income. The amortization of MSRs is penodlcally analyzed and adjusted to reflect changes in prepayment
speeds. :

MSRs are periodically evaluated for impairment based on 'the difference between the carrying amount and
current fair value. To evaluate and measure impairment, the underlying loans are stratified based on certain risk
characteristics, including loan type, note rate and investor servicing requirements. If it is determined that temporary
impairment exists, a valuation allowance is established by risk stratification through a charge to earnings for any
excess of amortized cost over the current fair value. If determined in future periods that all or a portion of the
temporary impairment no longer exists for a particular risk stratlﬁcatxon the valuation allowance is reduced by
increasing earnings. : :

The following table sets forth the changes in the carrymg value and fair value of mortgage servicing rights at
December 31,

2005 2604
(Dollars in thousands)
Mortgage Servicing Rights: ‘
Balance at Beginning of Year ........... ... ... .. . . i $254857 % —
Acquired in ACQUISIHONS . .. .. oot — 226,125
OFINAONS .+ o o o\ttt e et e e et e 131,511 50,444
CPUIChAses .. e . 660 —
Amortization . . . . .. .. [ (87,354)  (20,841)
Sales.................. e (9,124) (871)
Balance at End of Year .. .......... e S $290,550  $254,857
» Vaiuation Allowance: | ‘ _ ' _
" Balance at Beginning of Year ............ ... ... ... ... ... e $ — 3 —
Temporary Impairment Charge.......... ST - (23,126) —
Balance at End of Year . ... oot ot $(23,126) $ —
Mortgage Servicing Rights, NEt . . .. .. vveenininiieeaneaen... $267,424  $254,857
Fair-Value at December 31 ... ... . i e . .$268,874  $265,387
Ratio of Mortgage Servicing Rights to Related Loans Serviced for Others . . 0.92% 0.96%
Weighted Average Service Fee. . . ... ...l ' .29 - 31

The significant assumptions used in estimating the fair value of the servicing assets at December 31, 2005 and
2004 were as follows:’

2005 2004
.. Weighted average prepayment rate (includes defaultrate) . ................... 28.1% 26.1%
- Weighted average life (in years) e e e e G 0 | 4.0
Cash flows discounted at .. .................... P D 110.50% 10.50%

At December 31, 2005, the sensitivities to immediate 10% and 20% increases in the weighted aVerage
prépayment rates would decrease the fair value of mortgage servicing rights by $12.9 million and $24.2 million,
respectively.
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The following table summarizes our estimate of. amortization of MSR’s for the five-year period ending
December 31, 2010: This projection was developed using the assumptions made by management in its December 31,
2005, valuation of MSR’s. The.assumptions underlying the following estimate will be affected as market conditions
and portfolio composition and behavior change, causing both actual and projected amortization levels to change
over time. Therefore, the followmg estlmates w111 change in a manner and amount not presently determinable by
management. : :

i

Estimated

Amortization
. (In Lhousaﬁds) : -
Year Ended December 31,

L2006 . L e e $ 79,413
2007 . . o 53,632
2008 . . e e e 36,340
2000 . . e 26,019
2000, ... ... e e e e e e 19,285

Five year tofal . . . ... oot 214,689
Thereafter . . .. ot cee 75,861

Total . .. ovvoen P A ST .. $290,550

NOTE 14 — Representation and Warranty Reserve

.. The representation and warranty reserve is available to cover probable losses inherent with the sale of loans in
the secondary market. In the normal course of business, certain representations and warranties are made to investors
at the time of sale, which permit the investor to return the loan to us or require us to indemnify the investor (make
whole) for any losses incurred by the investor while the loan remains outstanding. The representation and warranty
reserve is included in accrued expenses and other liabilities on the consolidated balance sheet.

~ A summary of the changes in the representatlon and warranty reserve is shown below for the years ended
December 31,:

2005 2004
(In thousands) .
Balance at Beginning of Year . ........................... e $ 97,066 $ —
Amount Acquired through Acquisition. ... .............. e — 80238
' ‘ Provisions for Estimated Losses. . ............. e 80,434 23,896
L08Ses INCUITEd. . . . ..ottt e . (48,880)  (7,068)

Balance at End of Year . ... ... o B o LT 8128.620  $97.066

NOTE 15 — Retirement and Other Employee Benefit Plans

We maintain a defined benefit pension plan (the “Plan” or the “North Fork Plan™) covering substantially all

full-time employees. Pension expense is recognized over the employee’s service life utilizing the projected unit cost

actuarial method. Participants accrue a benefit each year equal to five percent, of their annual compensation, as
defined, plus a rate of interest based on the one-year Treasury Bill rate, credited quanerly Plan assets are invested in
a diversified portfolio of mutual funds, fixed income securities, and equity securities. Contributions are. periodically
made to the Plan so as to comply with the Employee Retirement Income Security Act (“ERISA”) funding standards
and the Internal Revenue Code of 1986, as amended.
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TCNIJ maintained two defined benefit retirement plans covering substantially all employees who completed
one year of continuous service. Effective June 30, 2004, benefits under these plans were frozen and participants in
these plans became eligible to participate in the North Fork Plan effective July 1, 2004.

- GreenPoint maintained a defined benefit retirement f)lan*éovering substaﬁtially all employees who completed
one year of service. Effective October 1, 2004, the GreenPoint Cash Balance Plan was merged into the North Fork
Plan. The plan provisions for former GreenPoint employees were unchanged after the merger.

Health care and life insurance benefits are also provided to eligible retired employees. Health care benefits
received range up to 100% of coverage premiums based on an employee’s age, years of service and retirement date.

The following table sets forth changes in the benefit obligations, plan assets and a reconciliation of the funded
status and the assumptions used in determining the net periodic cost included in the accompanying consolidated
financial statements at December 31 for the Company’s retirement and post-retirement plans. The Plans were
valued using a December 31 measurement date.

Pension Benefits _ Post-Retirement Benefits
2005 2004 2008 2004

(In thousands) :
Change in Benefit Obligation:
Benefit Obligation at Beginning of Year ................ $194,468 $ 95451 $47,721 $ 22,746
Benefit Obligation Assumed — GPT . e — 94,832 — 17,004
Benefit Obligation Assumed —TCNJ . .............. ... = 26,712 — 5,800
Service Cost. ......ovviiiinn. e 9,353 6,139 1,755 997
Interest CoSt. . oo oo v, e 10,578 7,695 . 1,847 1,762
Amendments . ..., . ... ...... .. e e o 7,571 — — —
Benefits Paid .............. FE T ' L (22,700 (43,477) (2,159) (1,446)
Actuarial Loss(Gain) . ... ............oooooiae.oi . 9,930 7116 (13.222) 858
Benefit Obligation at End of Year . .. ................. . $209,199  $194,468  $35942  § 47,721
Change in Plan Assets: , . ’ '
Fair Value of Plan Assets at Beginning of Year ........... $280,327 $101,859 $ 3,391 $ 1,694
Fair Value of Plan Assets Acquired — GPT . ............. — 50,622 — —
Fair Value of Plan Assets Acquired —TCNJ............. — 99,573 — —
“Actual Return on Plan Assets . . . ... e 11,816 15,192 - 285 97
Employer COntributions .. ... ........oeueennenoin... " 18,998 56,558 5,459 - 3,046
Benefits Paid .......... e (22,701) (43,477) (2,159) | (1,446)
Fair Value of Plan Assets at End of Year‘ ................ $288,440 $280,327 $ 6976 $ 3,391
Accumulated Benefit Obligation at End of Year: . . ... ... $201,786  $182,144 $35942 $ 47,721
Reconciliation of Funded Status: : - . .
Funded Status. . . ... ... S P L. $79241 S 85859  $(28966) $(44,330)
Unrecognized Actuarial Loss/(Gain) .......... e - 46,173 28,479 - (4,476) 8,626
Unrecognized Prior Service Cost/(Credit) ............... ' 6,880 " (902) _(435) "~ (516)
Unrecognized Transitiqn (Asset)/Obligat‘ion ....... R , - ‘ (131) 1,575-" ] 1,868

 Prepaid/(Accrued) Benefit Cost. ... ................... 1$132,294  $113,305  $(32.302) $(34.352)
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' Post-Retirement
Pension Benefits - . Benefits

2005 2004 2003 2005 2004 2003

Weighted Average Assumptions Used to Determine Benefit
Obligations at December 31:

DiscountRate. . ...............: e 5.50% 5.75% 6.00% 5.50% 5.75% 6.00%
Rate of Compensation Increase . . ... .................... 450 450 450 N/A NA NA

Weighted Average Assumptions Used to Determine Net
Periodic Benefit Cost for the Year Ended:

Discount Rate. .. ... ... i 575% 6.00% 6.50% 5.75% 6.00% 6.50%
Expected Rate of Return on Plan Assets .................. 7.50 750 7506 750 750 750
Rate of Compensation Increase .. ............. P . 450 45350 450 NA NA NA

To develop the expected long-term rate of return on plan assets assumption, consideration was given to the
current level of expected returns on risk free investments (primarily government bonds), the historical level of the
risk premium associated with the other asset classes in which the portfolio is invested and the expectations for future
returns of each asset class. The expected return for each asset class was then weighted based on the target asset
allocation to develop the expected long-term rate of return on assets assumption for the portfolio. This resulted in
the selection of the 7.50% assumption for the year ended December 31, 2003.

The components of net periodic benefit cost follow for the years ended December 31,

Post-Retirement

Pension Benefits Benefits
2005 2004 2003 2005 2004 2003

(In thousands) '

Components of Net Periodic Benefit Cost:

Service Cost .. ..o v vt $ 9353 % 6,139 $3,500 $1,755 $ 997 3% 576

Interest Cost . ......covveininnnna... 10,578 7,695 . 5,545 1,847 1,762 1,247

Expected Return on Plan Assets.......... (20,561) (12,780) (6,805) (254) (127) —
" Amortization of Prior Service Cost........ (211) (263) (263) - (81) (81). “(81)

Amortization of Transition : ‘ '

(Asset)/Obligation . ... .............. (131) (427) (427) 293 293 293
Recognized Actuarial Loss/(Gain) ........ 981 1,025 848 (151) 295 236
Net Periodic Benefit Cost. .. ............ $ 9 $ 1,380 $2398 $3,409 $3,139 $2,271

The following table sets forth the assumed health care costs trend rates at December 31,
2005 2004 2003

Assumptions in Health Care Costs Trend Rates:

Health Care Cost Trend Rate Assumed for Next Year. ................. 95% 9.8% 10.8%
Rate to Which the Cost Trend is Assumed to Decline (the ultimate trend
11 T 5.0 5.0 5.0

Year That the Rate Reaches the Ultimate Trend Rate . ... .............. 2015 2010 2010
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Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plan.
A one-percentage point change in assumed health care cost trend would have the following effects:

2005 2004
1% Increase 1% Decrease 1% Increase 1% Decrease

(In thousands)

Effect on Total of Service and Interest

COSt oo vt $ 236 $ (185) $ 615 $ (430)
Effect on Post-Retirement Benefit
Obligation. . ..................... . 2,117 (1,799) 5993 - (4,651)
Cash Flows
The following benefit payments, which reflect expected future service are expected to be paid:
Estimated Future Benefit Payments: Pension Benefits Other Benefits
(In thousands)
2006 .. ..ot $14,251 $ 1,935
2007 . e 17,049 2,034
2008 . . e I 15,476 . 2,070
2000 . L 16,679 2,118
2000 . . e 16,559 2,150
2001 — 2005, . e 99,694 11,141
Contributions

No contributions are expected to be made to the qualified pension plan during 2006, while $.7 million and
$1.9 million are expected to be made to the non-qualified pension plan and other post-retirement benefit plan,
respectively, in 2006.

Plan Asset Allocation

The plan’s weighted-average asset allocations at December 31, 2005 and 2004, by asset category are as
follows: .

Asset Categories: ‘ 2005 2004

Equity Securities. .. ... ... ... 60% 59%

Debt Securities . Ce R T 39 34

O heT . ot 17
Total. . .. e 100% }_2_(_)%

The investment guidelines adopted by the Retirement Committee for the Plan provide the following asset
allocation requirements and limitations: ‘

» Equity Securities: Not more than 60% of assets
¢ Debt Securities: Not more than 40% of assets

The guidelines specify equity allocations as follows: 1) Large Capitalization Value of 30% to 40%, 2) Large
Capitalization Growth of 20% to 30%, 3) Middle Capitalization of 10% to 20%, 4) Smaller Capitalization of 5% to
15% and, 5) Diversified International of 10% to 20%.

Debt securities are limited by the investment guidelines to United States Government obligations or corporate
issues rated Baa or higher by Standard & Poor’s or Moody’s. Cash equivalent securities may be viewed as
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alternative investment vehicles and are limited by the guidelines to mutual funds consisting of instruments issued by
the United States Government, United States Treasury, Federal Reserve System or Federal Home Loan Bank, or
mutual funds consisting of commercial paper issued by a domestic corporation rated “prime” by the National Credit
Office, or of individual fixed income instruments rated A or P1 or higher, maturing in 180 days or less.

The guidelines require that the Plan’s performance be reviewed periodically by comparing total rates of return
to specified market indices.

The Company maintains a Supplemental Executive Retirement Plan (“SERP”), that restores to specified senior
executives the full level of retirement benefits they would have been entitled to receive absent the ERISA provision
limiting maximum payouts under-tax qualified plans. The projected benefit obligation, which is unfunded, was
$632 thousand at December 31, 2005 and $585 thousand at December 31, 2004. Net periodic pension expense of
$104 thousand was recognized in 2005 and net periodic pension income of $41 thousand was recognized in 2004,
while net periodic expense incurred in 2003 for the SERP was $103 thousand. The weighted average discount rate
utilized in determining the projected benefit obligation was 5.50%, 5.75% and 6.00% at December 31, 2005, 2004
and 2003, respectively. The assumed rate of future compensation increases was 4.50% at December 31, 2005, 2004
and 2003. The Company expects to make a contribution to this plan of $.7 million in 2006.

A savings plan is maintained under section 401(k) of the Internal Revenue Code and covers substantially all
current full-time and certain part-time employees. Newly hired employees can elect to participate in the savings
plan after completing three months of service. Under the provisions of the savings plan, employee contributions are
partially matched by the Company with cash contributions. Participants can invest their account balances into
several investment alternatives, including shares of the Company’s common stock. 401(k). plan expense was
$9.7 million, $4.7 million and $3.4 million for the years-ended December 31, 2005, 2004, and 2003, respectively.

' Bank Owned Life Insurance

At December 31, 2005 and 2004, we maintained three Bank Owned Life Insurance Trusts (commonly referred
to as BOLI) on the consolidated balance sheet. The BOLI trusts were formed to offset future employee benefit costs
and to provide additional benefits due to its tax exempt nature. Only officer level employees, who have consented,
have been insured under the program.

The underlying structure of the initial BOLI trust formed requires that the assets supporting the insurance
policies be reported on the consolidated balance sheets, principally as a component of the available-for-sale
securities portfolio and the related income to be characterized as either interest income or gain/(loss) on sale of
securities. At December 31, 2005 and 2004, $216.8 million and $215.1 million, respectively were held by the trust
and are principally included in the available-for-sale securities portfolio. Based on the underlying structures of the
other two BOLI trusts the cash surrender values (“CSV*) of the life insurance policies held by the trusts are required
to be classified as other assets on the consolidated balance sheet and the related income/(loss) be characterized as
other income. The cash surrender value of the policies held by these trusts were $208.8 million and $203.4 million at
December 31, 2005 and 2004, respectively.

NOTE 16 — Common Stock Plans

The Company maintains stock incentive plans for all eligible employees providing for grants of stock options
and restricted stock awards. Options to purchase common stock are granted by the Compensation Committee of the
Board of Directors at the average market price on the date of grant, generally vest within six months from issuance
and have a ten-year expiration period. The Company has not, nor does it anticipate, repricing any stock options.

Restricted stock awards granted by the Compensation Committee are forfeitable and subject to certain
restrictions on the part of the recipient until ownership of the shares vest. The Committee can, at its discretion,
accelerate the removal of any ard all restrictions. If the Company is party to a merger, consolidation, sale of
substantially all assets, or similar transaction, all restrictions will lapse.
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New Employee Stock Compensatlon Plan

The plan provides for non- quahfled stock optlons and resmcted stock awards, to be granted either separately or
in combination to all eligible persons not previously employed by the Company in connection with their entering
into such an employment relationship. The number of shares issuable thereunder, either as restricted stock or non-
qualified stock options is 1,500,000 shares. At December 31, 2005, 822,650 shares remain authorized and unissued.

2003 Stock Compensation Plan

The plan provides for non-qualified stock opﬁons, and restricted stock awards, toi_be granted either seﬁarately or
in combination to all eligible employees. The number of shares issuable thereunder is 7,500,000, with no more than
4,950,000 authorized for restricted stock awards, At December 31, 2005, 1,987,456 shares remained authorized and

unissued.

GreenPoint 1999 Stock Ihcentive Plan

This plan was assumed and retained as part of the GreenPoint acquisition. The plan provides for non-qualified
stock options and restricted stock awards, to be granted either separately or in combination to all eligible employees.
The number of shares issuable thereunder is 1,228,193, with no more than 300,000 authorized for restricted stock
awards. At December 31, 2005, 707,922 shares remained authorized and unissved. '

1999 Stock Comﬁen;sétion Plan

The plan provides for non-qualified stock options and restricted stock awards, to be granted either separately or
in combination to all eligible employees. The number of shares issuable thereunder is 7,500,000, with no more than
4,950,000 authorized for restricted stock awards. At December 31, 2005, 25,185 shares remained authorized and
unissued. :

1998 Stock Compensation Plan

The plan provides for nbn-qualiﬁed stock options and restricted stock awards, to be grantéd either separately or
in combination to all eligible employees. The number of shares issuable thereunder is 2,250,000 with no more than
1,500,000 authorized for restricted stock awards. At December 31, 2005 6 984 shares remain authorized and
unissued.

Acquired Stock Plans

Certain previously acquired compariies maintained incentive and non-qualified stock option plans for their
officers, directors, and other key employees. Options outstanding, under these plans at the acquisition date were
vested upon change in control. At December 31, 2005, 7,817,392 stock options remained outstanding under these

_plans at an average price of $17.52. No further awards will be made under these assumied plans.
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- The following is a summary of the activity in the aforementioned stock option plans for the three-year period
ended December 31,

2005 2004 ‘ 2003

Weighted Weighted Weighted
Average Average Average
Exercise Exercise Exercise
Options Price Options Price _ Options Price
Outstanding at Beginning of
Year.................. 22,780,195 $17.88 4,762,101 $18.09 5,044,182 $15.55
Issued in the TCNJ ‘ .
Transaction ............ — — 2,756,358 13.78 . — —
Issued in the GreenPoint ,
Transaction ............ — — 17,466,503 16.50 — —
Granted . ................ ‘ 2,216,338 28.19 1,898,755 28.09 648,300 25.59
Exercised.............. . (10,846,539) 16.14 (4,072,504) 14.18 (911,631) 9.37
Cancelled ............... (474,845) 28.66 (31,018) 18.69 (18,750) 15.18
Outstanding at Year End . ... 13,675,149 $20.55 22,780,195 §$17.88 4,762,101 $18.09
Exercisable at Year End . . . .. 12,549,019 $19.93 21,237,793 $17.13° 4,144,701 $17.02

The following is a summary of the information concerning outstanding and exercisable stock options as of
‘December 31, 2005: :

Weighted Weighted Weighted
. ‘ Average Average . Average
Range of Options Remaining Exercise Options Exercise
Exercise Prices Qutstanding Life Price Exercisable Price
$300-%$1502 ......... ..., 2,799,795 33 $10.83 2,799,795 $10.83
$1503-%24.02 ................ 4,919,649 4.7 18.74 4,897,899 18.72
$24.03-$3003 ........ ... 5,955,705 79 26.62 4,851,325 26.41
$303-8%3003................. 13,675,149 5.8 $20.55 12,549,019 $19.93

The following is a summary of activity in restricted stock for the years ended December 31,

2005 2004 2003

Weighted Weighted Weighted

Average Average. Average
Grant Grant Grant

Shares Price Shares - Price Shares Price

Outstanding at Beginning S

of Year ............. 8,367,198  $19.89 6,827,077  $17.72 5,753,880  $15.90
Granted............... 2,005,677 = 2731 - 1,811,103 27.67 1,237,425 25.65
Vested............... . (332,895) 15.16 (179,756) 15.83 (149,978) 13.54
Cancelled . ............ (148,492) 26.55 (91,226) 20.06 (14,250) 16.79

Outstanding at Year End .. 9,891,488  $2145 8,367,198  $19.80 6,827,077 $17.72 .

Restricted stock awards are recorded as deferred compensation, a component of stockholders’ equity, at fair
value at the date of grant and amortized to compensation expense over the specified vesting periods.

Compensation expense related to restricted stock awards included in employee compensation and benefits was
$21.2 ‘milli'on, $14.7 million, and $10.3 million in 2005, 2004 and 2003, respectively.

As permitted under SFAS 123, as amended by SFAS 148, management has elected to apply the intrinsic value
method in accounting for its stock-based compensation plans. Accordingly, compensation expense has not been
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recognized in the accompanying statements of income for:its stock-based compensation plans, other than for
restricted stock awards. Had compensation expense been recognized for the fair value of options awarded consistent
with the methodology prescribed, pro-forma net income and earnings per share would have been as follows for the
years ended December 31, :

) 2005 2004 2003
(Dollars in modsa.hds except per share amo.u'n.ts.) ’

Net Income, as Reported ........................... L. $948,847  $552,996 - $396,365
Add: Restncted Stock Expense Included in Net Income, Net .

Of TaXES . . oottt e 13,841 9,536 6,809
Less: Total Stock- based Employee Compensatlon Expense ‘ l

Determined Under the Fair Value Method for all Awards,

Net of TaXes. .. .ooonviine ... (22,489) (16,377) (9,254)
Pro-Forma Net Income.. . . . . .. e S [ $940,199  $546,155  $393,920
Earnings Per Share: . ) s .

. Basic —as Reported . .......... e e $ 203 $§ 188 § 175
- Basic — Pro-Forma . .............. P S - 201 1.85 1.74
- Diluted — as Reported . .. ... ... T 201 185  1.73

. Diluted — Pro-Forma . . .. . .. e e 1.99 - 1.83 1.72

For purposes of the pro-forma amounts, the fair value of stock options granted were estimated using the Black-
Scholes option- pr1c:mg model at the date of grants The we1ghted average assumptions used in the computations are
as follows:

2005 2004 2003

Fair Value for Options Granted. .. .. ...0................. $ 555 § 593 3 575
Dividend Yield. ... ................. S, e 308% = 2.83% 2.82%
Volatility ........ e EET 21.76 - 2418 2630
Risk-Free Interest Rate . . .. .. .. ......c.ovii ... Lo 4.13 3.60 3.43
Assumed Forfeitiires . .............. e . None None None
Expected Life ............... Y e e 6 Years 6 Years 6 Years

Dividend Reinvestmen_t and Stock Purchase Plan

The Dividend Reinvestment and Stock Purchase Plan provides stockholders with a method of purchasing
additional common stock through the reinvestment of cash dividends and/or making optional cash paymerits, within
certain specified limits, without brokerage commlsswns At December 31, 2005, 2,350,780 shares remain
authorized and unlssued

Change-in-Control Arrangements

Certain key executive officers have arrangements that provide for the. payment of a multiple of base salary,
should a change-in control, as defined, occur. These payments are limited under guidelines for deductibility
pursuant to the Internal Revenue Code. Also, in connection with a potential change-in-control, certain performance
plans were adopted in which substantially all employees could participate.in a cash distribution. The amount of the
performance plan cash fund would be established when a change-in-control transaction occurs that exceeds industry
averages and achieves an above average return for shareholders. A limitation is placed on the amount of the fund
and no performance pool is created if the.transaction does not exceed industry averages.
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NOTE 17 — Other Commitments and Contingent Liabilities
Credit Related Commitments

We offer traditional off-balance sheet financial products to meet the financing needs of our customers through
both our retail banking and mortgage banking segments. They include commitments to extend credit, lines of credit
and letters of credit. Funded commitments are reflected in the consolidated balance sheets as loans.

Retail Banking
Our retail banking segment provides the following types of off-balance sheet financial products to customers:

Commitments to extend credit are agreements to lend to customers in accordance with contractual
provisions. These commitments usually have fixed expiration dates or other termination clauses and may
require the payment of a fee. Total commitments outstanding do not necessarily represent future cash flow
requirements, since many commitments expire without being funded.

Each customer’s creditworthiness is evaluated prior to issuing these commitments and may require the
customer to pledge certain collateral prior to the extension of credit. Collateral varies but may include accounts
receivable, inventory, property, plant and equipment, and income-producing properties. Fixed rate commit-
ments are subject to interest rate risk based on changes in prevailing rates during the commitment period. We
are subject to credit risk i in the event that the commitments are drawn upon and the customer is unable to repay
the obligation.

Letters of credit are irrevocable commitments issued at the request of customers. They authorize the
beneficiary to draw drafts for payment in accordance with the stated terms and conditions. Letters of credit
substitute a bank’s creditworthiness for that of the customer and are issued for a fee commensurate with the
risk.

We typically issue two types of letters of credit: Commercial (documentary) Letters of Credit and Standby
Letters of Credit. Commercial Letters of Credit are commonly issued to finance the purchase of goods and are
typically short term in nature. Standby letters of credit are issued to back financial or performance obligations
of a bank customer, and are typically issued for periods up to one year. Due to their long-term nature, standby
letters of credit require adequate collateral in the form of cash or other liquid assets. In most instances, standby
letters of credit expire without being drawn upon. The credit risk involved in issuing letters of credit is
essentially the same as extending credit facilities to comparable customers.

‘The following table presents total commitments and letters of credit outstanding for the retail bankmg segment
at December 31, 2005:

2005 2004
(In thousands) -
Commitments to Extend Credit on Loans Held-for-Investment(1) ... ... $4,127,619  $2,926,271
Standby Letters of Credit(1)(2). . .. .. ... it . 498,628 299,299
Commercial Letters of Credit..................... R . 18,300 16,482

(1) At December 31, 2005, commitments to extend credit on loans held-for-investment with maturities of less than one year totaled $2.3 billion,
while $1.9 billion mature between one to three years.

(2) Standby letters of credit are considered guarantees and are reflected in other liabilities in the accompanying Consolidated Balance Sheet at
their estimated fair value of $1.7 million'as of December 31, 2005. The fair value of these instruments is recognized as income over the
initial term of the guarantee.
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Mortgage Banking

At December 31, 2005, the pipeline of residential mortgage loans (including Home Equity Lincs of Credit)
was $3.3 billion and included $1.3 billion of fixed rate loans and $4.0 billion of adjustable rate loans. The pipeline
represents total applications received but not yet funded.

We are also contractually committed to fund the undrawn portion of Home Equity Lines of Credit (HELOCs),
which were previously originated. This commitment extends to both HELOCs held-for-sale and those previously
sold with servicing retained.

The following table presents the mortgage banking segment’s commitments and home equity lines of credit
outstanding at December 31, 2005:

2005 2004
(In thousands) _
Commitments to Originate Mortgage Loans Held-for-Sale. ........... $5,325,629  $6,264,104

Commitments to Fund HELOCS., .. .. ... .. . 183,934 154,360

(1) AtDecember 31, 2005 commitments to originate mortgage loans held-for-sale, inciuded $1.3 billion in fixed
" rate mortgages and $4.0 billion of adjustable rate mortgage loans.

Lease Commitments

At December 31, 2005, we were obligated under a number of non-cancelable leases for certain premises and
equipment. The minimum annual rental commitments, exclusive of taxes and other charges, under non-cancelable
lease agreements for premises at December 31, 2005, are summarized as follows:

Minimum
' Rentals
‘(In thousands) -
2000 . e e e $ 79,165
2007 e e 78,345
2008 .. ... e e 77,138
2009 ..., e 71,319
2010 ........ e e e N 66,546
Thereafter ...... PP e e e e e e 349,301
Total Lease Commitments . ........... e e $721,814

The majority of these leases contain periodic escalation clauses and it is anticipated that expiring leases should
be renewed or replaced by leases on other properties. o

Rent expense for the years ended December 31, 2005, 2004 and 2003 amounted to $71.6 million, $39.8 million
and $24.5 million, respectively.

Litigation

We are subject to certain pending and threatened legal actions that arise out of the normal course of business.
Management believes that the resolution of any pending or threatened litigation will not have a material adverse
effect on the Company’s financial condition or results of operations.
NOTE 18 — Disclosures About Fair Value of Financial Instruments

‘Statement of Financial .Accounting Standards No. 107 “Disclosures About Fair Value of Financial Instru-
ments” (“SFAS 107”) requires the Company to disclose estimated fair values for its financial instruments. Fair value
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estimates are made at a specific point in time, based on relevant market data and information about the financial
instrument. SFAS 107 has no effect on the financial position or results.of operations in the current year or any future
period. Furthermore, the fair values dlSClOSCd under SFAS 107 are not representative of the total value of the
Company. :

If quoted market prices are not available, SFAS 107 permits using the present value of anticipated future cash
flows to estimate fair value. Accordingly, the estimated fair value will be influenced by prepayment and discount
rate assumptions. This method may not provide the actual amount that would be realized in the ultimate sale of the
financial instrument.

Cash, Cash Equivalents and Securities

The carrying amounts for cash and cash equivalents are reasonable estimates of fair value. The fair value of
securities is estimated based on quoted market prices as published by various quotation services, or'if quoted market
prices are not available, on dealer quotes. The following table presents the carrying value and estimated fair value of
cash, cash equivalents and securities at December 31,

2005 2004
Carrying Estimated Carrying Estimated
Amount ’ Fair Value Amount Fair Value
(In thousands)
Cash and Cash Equivalents . . ... .. L. $1,062249  $ 1,062,249 $ 1,062,900 $ 1,062,900
Securities Held-to-Maturity . ... .. ... 104,210 105,128 142,573 145,991
Securities Available-for-Sale . ....... 11,295,977 11,295,977 15,444,625 15,444,625
Total Cash, Cash Equivalents and
Securities . ...... R e $12,462,436 _ $12,463,354  $16,650,098 $16,653,516

Loans .

Fair values are estimated for portfolios of loans with similar financial characteristics. The fair value of
performing loans is calculated by discounting the estimated cash flows through expected maturity or repricing using
the current rates at which similar loans would be made to borrowers with similar credit risks. For non-performing
loans, the present value is separately discounted consistent with management’s assumptions in evaluating the
adequacy of the allowance for loan losses: The following table- presents the carrying amount and the estimated fair
value of the loan portfoho as of December 31,

2005 . . 2004

Carrying "~ Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
(In thousands) . '
Loans Held-for-Sale . ............. $ 4,359,267 § 4,408,424 $ 5775945 $ 5,837,373
Loans Held-for-Investment . ........ 33,232,236 33,219,096 30,453,334 30,402,736
Total Loans .................... $37,591,503  $37,627,520  $36,229,279  $36,240,109

Mortgage Servicing Rights

To determine fair value, a valuation model that calculates the present value of estimated future net servicing
income, is utilized. We use assumptions in the valuation model that market participants use when estimating future
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net servicing income, including prepayment speeds, discount rates, default rates, cost to service, escrow account
earnings, contractual servicing fee income; ancillary income and late fees.

2005 : 2004
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
(In' thousands) - , : ' :
Mottg'a_‘ge Se'rvicitllg Rights . I L. $267.424  $268,874  $254,857  $265,387 _

Deposit Liabilities and Borrowings

The carrying amounts for demand deposits, savings, NOW, money market accounts and borrowings with an
interest sensitive period of 90 days or less are reasonable estimates of their fair values. Fair values for time deposits
and borrowings are estimated by discounting the future cash flows using the rates currently offered for deposits and
borrowings of smnlar remaining maturities. '

The following table presents the carrying amount and estimated fa1r value of the deposits and borrowmgs as of
December 31, ‘ ’

2005 2004
Carrying .  Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
dn thousands) V ,
Demand Deposits .. .............. $ 7,639,231 $ 7,639,231 $ 6,738,302 $ 6,738,302
NOW and Money Market . ....... .. 15,606,231 15,606,231 14,265,395 14,265,395
Savings . ........ i 5,303,930 5,303,930 6,333,599 6,333,599
Time Deposits ... ... R, 8,067,181 8,100,053 7,475,132 7,487,838
Total Deposits. . ............... $36,616,573  $36,649,445 $34,812,428  $34,825,134
Federal Funds Purchased and
Collateralized Borrowings . . ... ... 9,700,621 9,647,075 14,593,027 14,596,007
Other Borrowings . ... ............ 1,477,364 1,481,280 1,506,318 1,543,797

Total Borrowings .. .............. $11,177,985 $11,128,355 $16,099,345  $16,139,804

Comrmtments to Extend Credlt and Letters of Credlt

These ﬁnanc1a1 instruments generally are not sold or traded and estimated fair values are not readily available.
However, the fair value of commitments to extend credit and letters of credit is based on fees currently charged to
enter into simjlar_‘agreements with comparable credit risks and the current creditworthiness of the counterparties.
Commitments to extend credit issued by the Company are generally short-term in nature and, if drawn upon, are
issued under current market terms and conditions for credits with comparable risks. At December 31, 2005 and
2004, there was no s1gmf1cant unrealized apprematlon or deprecmnon on these financial instruments.
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NOTE 19 — Parent Company Only .-

Condensed Balance ‘Sheets at December 31,

2005 2004
(In thousands)
Assets: :
Deposits with North Fork Bank . ... ............oouiieanon.. $ 17,776 $ 27,057
Money Market Investments. .% . ... ... ... ... i i "331° 426
Securities Purchased Under Agreements to Resell with North Fork - -
Bank ............. e . AU .. 240,000 © 385,000
Securities Available-for-Sale. .. ................. e 81,935 96,702
Investment in Subsidiaries ........... ... ... .. .. i 10,045,612 9,656,718
Other Assets. .. ........ U U . __ 150549 188,811
Total Assets . ........... e N $10,536,203  $10,354,714
Liabilities and Stockholders’ Equity:
Junior Subordinated Debt . .. ... ... ... .. e $ 495491 $ 504,588
Subordinated Dbt . . . . ...\ 468,368 476,431
Senior Notes .. ........ P Vool 334,883 340,825
Dividends Payable ... ...................0..... U C 116,754 104,025
Accrued Expénses & Other Liabilities ©........ccovvenernn.. i 118,466 47,766
. Total Liabilities ,.. . . . . . J AU, Lol 1533962 1,473,635
Stockholders’ Equity ........... e eeieeeeii.... 9002241 8,881,079
* Total Liabilities and Stockholders’ Equity ... ................. $10,536,203  $10,354,714
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Condensed Statements of Income For the Years Ended December 31,

2005 2004 2003

(In thou‘sands)
Income:
Dividends from Subsidiaries. . . ...... ... .. .0 .. $500,000  $300,000 $250,000
Interest Income . ........... ... ... ... .. i 14,804 10,463 11,486
Securities Gains, NEL. . . . .o v vttt e 2,053 . 7,141 8,608
OtherIncome. .. .......couvvn... S 5,932 4,860 4,299
" TotalIncome ................. e 522,789 322,464 274,393
Expense: . ' -
Interest on Junior Subordinated Debt .. ............ .. ... 30,459 12,937 8,919
Interest on Subordinated Debt. . ......... T 29,181 19,876 23,611
Interest on Senior Notes . . . ... ... nenn. .. 12,415 1,986 —
Employee Compensation & Benefits. .. .................. 21,699 14,963 10,686
Other Expenses . .......................... o .. 4,464 2,771 2,062

Total EXPENSES . « voe v v v vveeee e e et e e e e e 98,218 52,533 45278

Income Before Income Taxes and Equity in Undistributed .

. Earnings of Subsidiaries ........................ 424,571 269,931 229,115
Income Tax Benefit . . . . . P e 31,989 17,925 9,559
Income Before Equity in Undistributed Earnings of

Subsidiaries ... ........ ... ... .. o L ... 456,560 287,856 238,674
Equity in Undistributed Earnings of Subsidiaries........ L. 492,287 265,140 157,691
Net INCOME . . v e et e e e e e $948.847  $552,996  $396,365

Condensed Statements of Cash Flows For the Years Ended December 31,
“ 2005 2004 2003

(In thousands)
Cash Flows from Operating Activities: ‘
NetInCome . ..ot e e s $ 948,847 $552,996 $ 396,365

Adjustments to Reconcile Net Income to Net Cash
Provided by Operating Activities:

Depreciation and Amortization ..................... 23,248 15,684 9,850
-Equity in Undistributed Earnings of Subsidiaries ........ (492,287) (265,140) (157,691)
Securities Gains, net . .. ... ... .. . (2,053) (7,141) (8,608)
Other,met. . ... ... e i e 29,871 (17,478) (6,199)

Net Cash Provided by Operating Activities .......... 507,626 278,921 233,717
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2005 2004 2003
Cash Flows frem Investing Activities:
Proceeds from Sales of Securities Available-for-Sale ... .. 42,363 55,810 56,256
Purchases of Securities Available-for-Sale . ......... . (24,370) (25,216)  (102,473)
Cash Acquired in Purchase Acquisition .. ............ ; — 138,837 —
Proceeds from Maturities of Securities Held-to-Maturity. . . 1,375 — 55,842
Investment in Subsidiaries............... B (5,150) — (9,440)
Net Cash Provided by Investing Activities . ............ 14,218 169,431 185
Cash Flows from Financing Activities: ' .
Purchase of Treasury Stock . . . .. P (390,320) — (264,193)
Cash Dividends Paid to Shareholders. ... ............. (419,219) (247,_037) (167,610)
Exercise of Options and Common Stock Sold for Cash ... 133,319 64,216 5,752
Net Cash Used in Finahcing Activities. . ... ........ .. (676,220)  (182,821)  (426,051)
Net (Decrease) / Increase in Cash and Cash .
Equivalents . . ... .. i (154,376) 265,531 (192,149)
Cash and Cash Equivalents at Begmmng of Year.......... 412,483 146,952 339,101
‘Cash and Cash Equivalents at End of Year .............. $ 258,107 $412483 $ 146,952

NOTE 20 — Capital

We are subject to the risk based capital guidelines administered by bank regulatory agencies. The guidelines
are designed to make regulatory capital requirements more sensitive to differences in risk profiles among banks and
bank holding companies, to account for off-balance sheet exposure and'to minimize disincentives for holdmg liquid
assets. Under these guidelines, assets and certain off- balance sheet items are assigned to broad risk categories, each
with appropriate weights. The resulting capital ratios represent capital as a percentage of total risk weighted assets
and certain off-balance sheet items. The guidelines require all banks and bank holding companies to maintain a
minimum ratio of total risk based capital to total risk weighted assets (‘“Total Risk Adjusted Capital Ratio”) of 8%,
including Tier 1 capital to total risk weighted assets (“Tier 1 Capital Ratio”) of 4% and a Tier 1 capital to average
total assets (“Leverage Ratio”) of at least 4%. Failure to meet minimum capital requirements can initiate certain
mandatory, and possibly additional discretionary actions by regulators, that, if undertaken, could have a direct
material effect on us.

The regulatory”agencies have amended the risk-based capital guidelines to provide for interest rate risk
consideration when determining a banking institution’s capital adequacy. The amendments require institutions to
effectively measure and monitor their interest rate risk and to maintain capital adequate for that risk.

As of December 31, 2005, the most recent notification from the various regulators categorized the Company
and its subsidiary banks as well capitalized under the regulatory framework for prompt corrective action. Under the
capital adequacy guidelines require a well capitalized institution to maintain a Total Risk Adjusted Capital Ratio of
at least 10%, a Tier 1 Capital Ratio of at least 6%, a Leverage Ratio of at least 5%, and not be subject to any written
order, agreement or directive. Since such notification, there are no conditions or events that management believes
would change this classification. :
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The following table sets forth the Company’s risk-based capital amounts and ratios as of December 31,:

2005 2004
Amount Ratio Amount Ratio
(Dellar_s in thousands) . . ) ,-
Tier 1 Capital .. ................. e $ 3,497,957 10.26% $ 3,281,054 9.90%
Regulatory Requirement ................. S 1,364,306 4.00 1,325,837  4.00
Excess ....... e $ 2,133,651 6.26%  $ 1,955,217 5.90%
Total Risk‘Adjusted Capital. ................... $ 4,340,773 12.73% $ 4,142,993  12.50%
Regulatory Requirement .. ................... 2,728,613 8.00 2,651,675, . 8.00
Excess ............. e $ 1,612,160 4.73% $ 1,491,318 4.50%
Risk Weighted Assets . . . .. B $34,107,v661l ,' ' $33,145,936

The Leverage Ratio at December 31, 2005 and 2004 was 6.70% and 6.22%, respectively.

The capital ratios of the subsidiary banks are as follows at December 31, 2005:
North Fork Bank Superior

Tier1...... P e 11.99% 18.90%
Total Risk Adjusted. .. .. ... O 13.01 19.47
Leverage Ratio . ........ ... ... . . 7.85 7.17

Under the provisions of our share repurchase program previously authorized by the Board of Directors, we
repurchased 14.9 million shares at an average cost of $26.24 during 2005. As of December 31, 2005, 2.4 million
shares were available to be purchased under the program. On January 24, 2006, the Board of Directors authorized
the repurchase of an additional 12 million shares 1ncreasmg the total remaining authorized for repurchase to
14.4 million. As of March 6, 2003, 5.1 m11110n shares remain available to be purchased under the program. The
current program has no fixed exprratron date. Repurchases are made in the open market or through pnvately
negotiated transactions.

The primary funding source of the Company is dividends from North Fork Bank. There are various federal and
state banking laws and guidelines limiting the extent to which a bank subsidiary can finance or otherwise supply
funds to its holding company. At Decémber 31, 2005, dividends from North Fork Bank were limited under such
guidelines to $1.3 billion. From a regulatory standpoint, North Fork Bank with its current balance sheet structure
had the ability to dividend approximately $1.1 billion while still meeting the criteria for designation as a well-
capitalized institution under existing regulatory capital guidelines. Additional sources of liquidity include bor-
rowings, the sale of available-for-sale securities, mortgage loans held-for-sale, funds available through the capital
markets and dividends from other subsrdlarres

- Federal Reserve Board pohcy prov1des that as.a prudent bankmg practice, a. bank holdmg company generally
should not-maintain a rate of cagh dividends unless its net income available to common stockholders is sufficient to
fund the dividends, and the prospective rate of earnings retention appears to be consistent with the holding
company’s capital needs, asset quality and overall financial condition. In addition; among other things, dividends

_from a New York-chartered bank, such as North Fork Bank, are limited to the bank’s net profits for the current year
plus its prior two years’ retained net profits.

Under federal law, a depository institution is prohibited from paying a dividend if the depository institution
would thereafter be “undercapitalized” as determined by the federal bank regulatory agencies. The relevant federal
regulatory agencies and the state regulatory agency, the Banking Department, also have the authority to prohibit a
bank or bank holding company from engaging in what, in the opinion of such regulatory body, constitutes an unsafe
or unsound practice in conducting its business.
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North Fork Bank and Superior Savings of New England were required to maintain, in aggregate, required reserves,
either in cash or on deposit with the Federal Rcse'rve Bank $295 million and $225 million in 2005 and 2004, respectively.

NOTE 21 — Sale of Manufactured Housing Operatlons

In the fourth quarter of 2004, we completed the sale of the manufactured housmg operatmg platform of
GreenPoint Credit LLC, (“GPC”), previously accounted for as discontinued operations by GreenPoint. As a
condition of the transaction, the purchaser assumed the obligation to reimburse.us, if necessary, for the final
$165 million of losses on $399 million of corporate guarantees related to $2.5 billion of GPC securitizations
remaining as of December 31, 2005. Certain corporate guarantees "have been funded and the residual remains
unfunded letters of credit. The expected letter of credit draws that remain unfunded are recorde(_i as liabilities for
recourse, and included in accrued expenses and other liabilities, while the expected net residual balances on funded
corporate guarantees are reflected in other assets in the consolidated balance sheet. Additionally, the purchaser
assumed all recourse obligations related to former GPC sales of certain whole loans to Freddie Mac and
commitments to exercise the mandatory clean-up calls on certain of the securitizations.

North Fork retains the primary obligation for all of the provisions of the corporate guarantees, recourse sales
and clean-up calls. Management will continue to monitor the underlying assets for trends in delinquencies and
related losses. In addition, we will review the purchaser’s financial strength and their performance in'servicing the
loans. These factors will be considered in assessing the appropriateness of the reserves established- agamst these
obligations and the valuations of the assets. .

As of December 31, 2005, the principal balance outstanding for these securitizations totaled $2.5 billion, the
recorded liabilities for expected unfunded draws were $45 million and the funded net receivable balances amounted
to $100 million. These amounts were calculated utilizing weighted average prepayment and default rates of 5.9%
and 8.4% respectively. These factors along with assumed loss severity and weighted average loss rates of 93% and
7.9% respectively, resuit in an estimated cumulative loss rate of 33%. The discount rate used to establish these
-amounts was 10%.

NOTE 22 — Quarterly Fmanc1al Informatlon —_ (Unaudlted)

Selected Quarterly Financial Information for the years ended December 31,2005 and 2004 are as follows

2005
1st Qtr 2nd Qtr  3rd Qtr - 4th Qtr

(In thousands, except per share amounts) ) ' | . o ) ) )
Interest Income . . ............. .. R, $691,212  §709,444 '$682,290 $695,535
Interest Expense ... ............. [P ‘ 219,893 3 247,371 »247,740 -~ 253,596

‘Net Interest Income.. . .. .. .. P 471,319 462,073 © 434,550 441,939

‘Provision for Loan Losses ... .............. _ 9,000 9,000’ 9,000 9,000

Net Interest Income after Provision for Loan R T B

Losses.............. ce [ 462,319 453,073 425,550 432,939

Non-Interest Income . ...................... 182,885 169,131 190,734 162,761
Non-Interest Expense ...... . ............ .. 246,653 249,793 254,000 274,403

Income Before Income Taxes. ....... e 398,551 372,411 362,284 321,297
Provision for Income Taxes................. . 139,516 130,345 124,988 ° 110,847

NetIncome.............. S, e e $259,035 - $242,066 = $237,296  $210,450
Earnings Per Share: © S ' o

‘Basic ............ e e e $ 56 % 52 % S50 % 45

Diluted . ............. PRI i - C .55 Y | : 50 45
Common Stock Price. Range oo S 4 : '

High....... s e $ 3000 - % 2884 $ 2970 $ 27.98

Low .o o 27.02 . 2632 -24.71 23.68




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

2004 :
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr
(In thousands, except per share amounts) )
Interest Income . . . ..., ..o $267,663  $303,374  $337,329  $669,786
Interest Expense . .. ... oo 60,834 69,279 77,854 - 194,964
Net Interest Income . .. . . .. e P 206,829 234,095 259,475 474,822
Provision for Loan Losses . .. ........ e 6,500 6,500 6,500 - 7,689
Net Interest Income after Provision for Loan - ’ ’ ‘
CoLOSSES. i 200,329 227,595 252,975 467,133
th-Ihterest Income ............. ... ... ... " 41,729 35,176~ 42,072 129,526
_Non-Interest Expense .......... e L. 87,429 98,368 . 114,463 255,542
Income Before Income Taxes . RPN R 154,629 164,403 180,584 341,117
Provision for Income Taxes ................... 52,110 55,404 . 60,856 119,367
C NetIncome....................... ... $102,519  $108,999  $119,728  $221,750
Earnings Per Share: B ' ‘
Basic ... .. e e $ . 46 3 46 $ 47 % 48.
Diluted . .. ... .. e e i e 45 .45 : 47 47
Common Stock Price Range: .
High.................... ... . $ 2927 § 2828 $§ 2963 $ 3054

Low ..... P L2670 2357 25.21 27.45

NOTE 23 — Recent Accounting Pronouncements
The Meaning of Other-Than-Temporary Impairment and Its Application to- Certain Investments

In November 2005, the FASB issued Financial Staff Position No. 115-1, which addresses the determination of
when an investment is considered impaired, whether the impairment is other-than-temporary and how to measure an
impairment loss, FSP No. 115-1 also addresses accounting considerations subsequent to the recognition of an
other-than-temporary impairment on a debt security and requires certain disclosures about unrealized losses that have
not been recognized as other-than-temporary impairments. FSP No. 115-1 replaces the impairment guidance in
Emerging Issues Task Force Issue No. 03-1, “The Meaning of Other-Than-Temporary Impairment and Its Application
to Certain Investments,” with references to existing authoritative literature concerning other-than-temporary impair-
ment determinations (principally SFAS No. 115, “Accounting for Certain Investments in Debt and Equity Securities,”
and SEC Staff Accounting Bulletin No. 59, “Accounting for Non-current Marketable Securities”). Under FSP

' No. 115-1, impairment losses must be recognized in earnings for the difference between the security’s cost and its fair
value at the financial statement date, without considering partial recoveries subsequent to that date. FSP No. 115-1 also
requires that an investor recognize an other-than-temporary impairment loss when a decision to sell a security has been
made and the investor does not expect the fair value of the security to fully recover prior to the expected time of sale.
FSP No 115:1 is effective for reporting periods beginning after December 15, 2005. We do not expect our application
of FSP No:-115-1 to have a material impact on our financial condition or results of operations.

Accounting for Stock Based Compensation

In December 2004, FASB issued SFAS No. 123R — “Accounting for Stock Based Compensation, Share
Based Payment”, (SFAS 123R) which replaces the guidance prescribed in SFAS 123. SFAS 123R requires that
compensation costs relating to share-based payment transactions be recognized in the financial statements. The
associated costs will be measured based on the fair value of the equity or liability instruments issued. SFAS 123R
covers wide range of share-based compensation arrangements including share -options, restricted share plans,
performance-based awards, share appreciation rights and employee share purchase plans. SFAS 123R is effective as
of the first interim or annual reporting period beginning after June 15, 2005. Adoption of this pronouncement is not
expected to have a material impact on our financial condition or results of operations.
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NOTE 24 — Subsequent Event

On March 12, 2006, North Fork announced that it had entered into an Agreement and Plan of Merger with
Capital One Financial Corporation (Capital One) pursuant to which North Fork would merge with and into Capital
One, with Capital One continuing as the surviving corporation. Capital One, headquartered in McLean, Virginia, is
a financial holding company whose banking and non-banking. subsidiaries market a variety of financial products
and services. Its primary products and services offered through its subsidiaries include credit card products, deposit
products, consumer and commercial lending, automobile and other motor vehicle financing, and a variety of other
financial products and services to consumers, small business and commercial clients.

.- Subject to the terms.and conditions of the merger agreement, each holder of North Fork common stock will
have the right, subject to proration, to elect to receive, for each share of North Fork common stock, cash or Capital
One common stock, in either case having a value equal to $11.25 plus the product of 0.2216 times the average
closing sales price of Capital One’s common stock for the five trading days immediately preceding the merger date.
Based on Capital One’s closing NYSE stock price of $89.92 on March 10, 2006, the transaction is valued at $31.18
per North Fork share, for a total transaction value of approximately $14.6 billion. North Fork stock ‘options vest
upon a change in control and will be converted into options on shares of Capital One’s common stock in connection
with the closing, if not exercised before that time. North Fork’s restricted shares outstandin g also vest upon a change
in control. Each outstanding North Fork restricted share will be converted into the right to receive the per share
merger consideration elected by the holder of the North Fork restricted share, subject to proratlon

The merger is subject to certain conditions, including approval by North Fork stockholders and Cap1ta1 One
stockholders, receipt of regulatory approvals and other customary closing conditions, and is expected to close in the
fourth quarter of 2006.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
North Fork Bancorporatlon, Inc.:

“We have audited the accompanying consolidated balance sheets of North Fork Bancorporation, Inc. and
subsidiaries (the “Company””) as of December 31,.2005 and 2004, and the related consolidated statements of
income, stockholders’ equity, cash flows, and comprehensive income for each of the years in the three-year period
ended December 31, 2005. These consolidated- financial' statements are the responsibility of the Company’s
management. Our: respon31b1hty is to express an opm1on on these consolidated financial statements based on our
audits. . .

We conducted our audits in accordance with the standards of thePublic Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An-audit includes examining, on a test-basis;
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and -significant estimates made by -management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated fmancratl statements referred to above present farrly, in all material respects,
the ﬁnancral position of North Fork Bancorporation, Inc. and subsidiaries as of December 31, 2005 and 2004, and
the fesults of their operations and their cash flows for each of the years in the three-year period ended December 31,
2005, in conformity with U.S. generally accepted accounting principles.

We also have audlted in accordance w1th the standards of the Public Company Accountmg Over51ght Board
(United States), the effectiveness of the Company s internal control over financial reporting as of December 31,
2005, based on criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO), and our report dated March 14, 2006 expressed
an unqualified opinion on management’s assessment of, and the effective operation of, internal control over
financial reporting.

/s/  KPMG LLP

New York, New York
March 14, 2006
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Item 9 — Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

There were no changes in or disagreements with accountants on accounting and financial disclosure as defined
in Item 304 of Regulation S-K. s

Item 9A — Controls and Procedures

Management, with the panicipation of the Chief Executive Officer and Chief Financial Officer, has evaluated
the effectiveness of the Company’s disclosure controls and procedures (as such term is defined in Rules 13a-15(e)
and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of the end of the
period covered by this report. Based on such evaluation, the Chief Executive Officer and Chief Financial Officer
have concluded that, as of the end of such period, the Company’s disclosure controls and procedures are effective in
recording, processing, summarizing and reporting, on a timely basis, information required to be disclosed by the
Company in the reports that it files or submits under the Exchange Act and are effective in ensuring that information
required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is
accumulated and communicated to the Company’s management, including the Chief Executive Officer and Chief
Financial Officer, as appropriate to allow timely decisions regarding requifed disclosure. =

a) Management’s Report.on Internal Control Over Financial Reporting

' Management is responsible for establishing and maintaining adequate internal control over financial reporting.
Our system of internal control is designed.under the supervision of management, including the Chief Executive
Officer and Chief Financial Officer, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of the Company’s financial statements for external reporting purposes in accordance with U.S.
generally accepted accounting principles.

Our internal control over financial reporting includes policies and procedures that pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect transactions and dispositions of assets; provide
reasonable assurances that transactions are recorded as necessary to permit preparation of financial statements in
accordance with accounting principles generally accepted in the United States of America, and that receipts and
expenditures are made only in accordance with the authorization of management and the Board of Directors; and
provide reasonable assurance regarding prevention or tlmely detection of unauthorized acquisition, use or
disposition of the Company’s assets that could have a matenal effect on our financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Projections of any evaluation of effectiveness to- future periods are  subject to the risk that the
controls may become inadequate because of changes in Condmons or that the degree of compliance with policies
and procedures may detenorate

As of December 31, 2005, management assessed the effectiveness of the ‘Company’s internal control over
financial reporting based upon the framework established in Internal Control — Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (“COSQ”). Based upon its assessment,
management believes-that the Company’s internal control over financial reporting as of December 31, 2005 is
effective using these criteria.

Management’s assessment of the effectiveness of internal control over financial reporting as of December 31,
2005 has been audited by KPMG LLP, an independent registered public accounting firm that audited the
consolidated financial statements as of and for the year ended December 31, 2005 as stated in their report below,
which expresses unqualified opinions on management’s assessment of and the effectiveness of the internal control
over financial reporting as of December 31, 2003.
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b) Report Of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
North Fork Bancorporation, Inc.:

We have audited management’s assessment, included in the accompanying Management’s Report on Internal
Control over Financial Reporting, that North Fork Bancorporation, Inc. and subsidiaries (the “Company”)
maintained effective internal control over financial reporting as of December 31, 2005, based on criteria established
in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO). The Company’s management is responsible for maintaining effective internal
control over financial reporting and for its assessment of the efféctiveness of internal control over financial
reporting. Our responsibility is to express an opinion on management’s assessment and an op1n1on on the
effectlveness of the Company’s internal control over financial reportmg based on our audit.

We conducted our audlt in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, evaluating management’s
assessmeént, testing and evaluating the design and operating effectlveness of internal control, and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion.

A company’s internal control over financial reporting is a-process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial repbrting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect.on the financial statements. : <

Because of its inherent limitations, internal control over financial reporting may not prevent or detect

misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that

controls may become inadequate because of changes in conditions, or that the degree of comphance with the
policies or procedures may deterlorate

In our opinion, management’s assessment that North Fork Bancorporation, Inc. maintained effective internal
control over financial reporting as of December 31, 2005, is fairly stated, in all material respects, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). Also, in our opinion, North .Fork Bancorporation, Inc. maintained, in all
material respects, effective internal control over financial reporting as of December 31, 2005, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of

the Treadway Commission (COSO). .

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of North Fork Bancorporation, Inc. and subsidiaries as of
December 31, 2005 and 2004, and the related consolidated statements of income, stockholders’ equity, cash
flows, and comprehensive income for each of the years in the three-year period ended December 31, 2005, and our
report dated March 14, 2006 expressed an unqualified opinion on those consolidated financial statements.

/s KPMG LLP

New York, New York
March 14, 2006
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¢) Changes in Internal Control Over Financial Reporting

There have not been any changes in the Company’s internal control over financial reporting (as such term is
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the fiscal quarter to which this report
relates that have materially affected, or are reasonably likely to materially affect, the Company’s internal control
over financial reporting. ‘

Item 9B — Other Information

None

PART III

Item 10 — Directors and Executive Officers of the Registrant .

For information on the officers of the Company, please see Part I of this Form 10-K under the caption
Item 4A — “Executive Officers” of the Registrant. Further information is available regarding both the officers and
directors under the caption “Election of Directors and Information with Respect to Directors and Officers” in our
Definitive Proxy Statement for our Annual Meetmg of Stockholders to be held on April 25, 2006, which is
incorporated herein by reference. The Board of Directors has adopted a Code of Ethics for Principal Executives and
Senior Financial Officers which is attached hereto as Exhibit 14.

Item 11 — Executive Compensation

The information required by this item is set forth in the following sections of our Definitive Proxy Statement
for our 2006 Annual Meeting of Stockholders: “Compensation of Directors”, “Executive Compensation”, and
“Retirement Plans”, which is incorporated herein. by reference.

Item 12 — Secunty Ownership of Certain Beneﬁctal Owners and Management and Related Stockholder
Matters

(a) Certain information required by item 12 (a) is set forth in.the following sections of our Definitive Proxy
Statement for our 2006 Annual Meeting of Stockholders: “Certain Beneficial Ownership” and “Nominees for
Director and Directors Continuing in Office”, which is incorporated herein by reference. '

(b) Equity Compensation Plan Information

The following table sets forth certain information regarding our equity compensation plans as of December 31,
2005: North Fork’s stockholders approved our 1989 Executive Management Compensation Plan and 1994 Key
Employee Stock Plan. No additional grants of awards may be made under these two plans. Our stockholders-did not
approve our-1997 Non-Officer Stock Plan, 1998, 1999 and 2003 Stock Compensation Plans, New Employee Stock
Compensation Plan and 2004 Outside Directors Stock in Lieu of Fees Plan. Additional grants may be made under
these plans, although in some cases only if outstanding awards are forfeited or expire unexercised.

We assumed GreenPoint’s 1999 Stock Incentive Plan under which we continue to have the ability to make
additional awards. This Plan was approved by GfeenPoint_’s st_ockholders but has not been specifically approved by
our stockholders. When we acquired GreenPoint, we also assumed several other GreenPoint stock plans, but only
for purposes of administering the stock awards made under those plans before the acquisition, which remained
outstanding as awards for North Fork stock after acquisition. The plans themselves were frozen; i.e., no new awards
may be made thereunder after the acquisition. North Fork has assumed other stock plans of acqulred compames in
the past, but in each case the plans were frozen at the time of the acquisition.
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Number of ‘Securities
Remaining Available

Number of : o . for Future Issuance
Securities o "Under Equity
‘to Be Issued - Weighted-average . Compensation Plans
‘ . i . o . Upon Exercise of _ Exercise Price of . . (Excluding Securities
Plan Category o Outstanding Options Outstanding Options = Reflected in Columin(a))
(a) (b) o -
Equity compensation plans approved by :
security holders(1). . .. ............... 289,011 $ 721 . o..-0
Equity compensation plans not approved by ‘
security holders(1) (2). . ... ........... 5,568,747 $25.50 4,295,517
Total ...... ... .. .. 5,857,758 $24.60 4,295,517

(1) Does not include 9,891,488 shares of restricted stock pre\riously awarded under these plans that have not vested
as of the specified date. Does not include shares subject to options previously granted under these plans and
previously exercised on a deferred delivery basis,-even if such shares have not been delivered as of the specified
date.

(2) Includes shares issuable under GreenPomt s 1999 Plan, which was.approved by GreenPomt s stockholders but
not North Fork’s stockholders Does not include 7,817, 391 shares to be issued upon the exercise of outstandmg
" options awarded under various stock plans of predecessor compames mcludmg GreenPoint, that were assumed
by North Fork but “frozen” at the time of the acquisition. The outstandmg optlons issued under “frozen” plans
“have a weighted average exercise price of $17. 52 per share )

Description of Non-Stockholder Approved Plans

We maintain the following seven equity compensation plans that have not been approved by North Fork
stockholders (excluding frozen plans of predecessor compames) the 1997 Non-Officer Stock Plan (1997 Plan™),
the 1998 Stock Compensation Plan (“1998 Plan”), the' 1999 Stock Compensation Plan (“1999 Plan”), the New
Employee Stock Compensation Plan (“New Employee Stock Plan™), the 2003 Stock Compensation Plan (“2003
Plan”), the 2004 Outside Directors Stock in Lieu of Fees Plan (“Directors Plan™), and GreenPoint’s 1999 Plan
(although this latter plan was approved by GreenPoint’s stockholders). All of our equity compensation plans are
administered by the Compensation and Stock Committee (the “Committee”) of our Board of Directors which
determines the amounts and recipients of non-qualified stock options and restricted stock awarded under the plans.
In addition; all of the plans operate under'similar general terms. For example, each plan authorizes the Committee to
grant and- establish the terms of awards of non-qualified stock options and restricted stock, -within certain
limitations. Each plan expressly prohibits the grant of “‘below-market options” (i.e., stock options with an exercise
price less than the market price of our common stock on the day of the grant).

There are distinctions among the various plans, including the total number of shares of common stock
authorized for -grant-and -the ‘persons eligible to receive awards thereunder. The' New Employee Stock Plan
authorized the issuance of 1,500,000 shares of common stock, in the form of stock options or restricted stock, and is
reserved for grarits to newly hired salaried employees to induce them to accept an offer of employment. The 1997
Plan initially authorized the issuance of 375,000 shares of common stock, in the-form of stock options or restricted
stock, exclusively to employees:'who are not also “officers” as defined under the plan. The Committee -has
determined not-to grant.any additional awards under this plan. The 1998 ‘Plan; 1999 Plan and 2003 Plan permit
grants of stock options and restricted stock to all employees. The 1998 Plan authorized a total of 2,250,000 shares,
no more than 1,500,000 of which may be grarited in the form of restricted stock. The 1999 Plan authorized a total of
7,500,000 shares with no riiore than 4,950,000 of such Shares to be granted in the form of restricted stock. The 2003
Plan authorized a total of 7,500,000 shares; no more than 4;950,000 of such shares may be granted in the form’ of
restrlcted stock All share amounts have been adjusted for subsequent stock sphts

We also maintain the 2004 out51de D1rectors Stock in'Lieu of Fees Plan that has not been approved by Nonh
Fork stockholders. Under the Plan, directors of the:Company and its subsidiaries may eléct to receive-all or a portion
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of the feeé due to them for their service as directors in the form of North Fork common stock. There are
750,000 shares reserved for issuance under the plan.

In 2004, the Company also assumed GreenPoint’s 1999 Plan. North Fork continués to have the ability to make
further grants of stock awards under this plan solely to former GreenPoint employees or to new North Fork
employees. The plan authorizes the grant of up t0.4,050,000 of shares of common stock in the form of incentive
stock options, nonqualified stock options, stock appreciation rights, restricted stock, performance units and other
common Stock-based awards.

Additional information required by this item is included elsewhere in this Form 10-K in Item 7, Management’s
Discussion and Analysis, — Recent Accounting Pronouncements, and in Item 8, Notes to Consolidated Financial
Statements, — Note 1 — “Business and Summary of Significant Accounting Policies” and Note 16 — “Common
Stock Plans”. L

Item 13 — Certain Relationships and Related Transactions

The information required by this item is set forth under the caption “Transactions with Directors, Executive
Officers and Associated Persons” in our Definitive Proxy Statement for our 2006 Annual Meeting of Stockholders,
which is incorporated herein by reference.

Item 14 — Prmapal Accountant Fees and Servlces

The 1nformat10n required by this item is set forth under the captlon “Audit Fees in our Definitive Proxy
Statement for our 2006 Annual Meeting of Stockholders, which is incorporated herein by reference.
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PART IV

Item 15 — Exhibits and Financial Statement Schedules

- (a) The consolidated financial statements, including notes thereto, and financial schedules required in
response to this.item are set forth in Part II, Item 8§ of this Form 10-K, and can be found on the following pages:

Page No.
1. Financial Statements '

o Consolidated Statements of Income. . . . . . . . e e A 46
‘Consolidated Balance Sheets: .. ................... [P U e 47
Consolidated Statements of Changes in Stockholders Equity . .......... ... ...... 48
Consolidated Statements of Cash Flows .. ......... ... . .. . .. 49
Consolidated Statements of Comprehenswe Income .................. P L 51
‘Notes to Consolidated Financial Statements. . . . .. .. e e 52
Report of Independent Registered Public Accounting Firm on the Consolidated ' -
Financial Statements. . . . ..ottt o 96
Management’s Report on Internal Control Over Financial Reporting .............. 97
Report of Independent Registered Public Accountmg Firm on Internal Control Over R
Financial Reporting . ................ o 98

2. Financial Statement Schedules

Schedules to the consolidated financial statements required by Article 9 of Regulation S-X and
all other schedules to the consolidated financial statements have been omitted because they are
either not required, are not apphcable or are included in the consolidated financial statements or
notes thereto, which can be found in this report in Part I, Items 7 and 8.

3. Exhibits

The exhibits listed on the Exhibit Index page of this Annual Report are incorporated herein by
reference or filed herewith as required by Item 601 of Regulation S-K (each management
contract or compensatory plan or arrangement listed therein is identified).




SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

NORTH FORK BANCORPORATION, INC.

By:/s/ John A. Kanas

JOHN A. KANAS
President and Chief Executive Officer

Dated: March 10, 2006
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature ) . % Date
/s/  John A. Kanas Chairman of the Board, March 10, 2006
John A. Kanas o - President and Chief Executive Officer
(Principal Executive Officer)
/s/ Daniel M. Healy " Director “ March 10, 2006
Daniel M. Healy Executive Vice President and :

Chief Financial Officer
.(Principal Financial Officer and
Principal Accounting Officer)

/s/ John Bohlsen Director March 10, 2006

John Bohlsen Vice Chairman of the Board
/s/ Josiah T Austin Director March 10, 2006

Josiah T. Austin

/s/ Karen M. Garrison Director March 10, 2006
Karen M. Garrison

/s/ Katherine Heaviside ' Director March 10, 2006
Katherine Heaviside

/s/ William M. Jackson Director March 10, 2006
William M. Jackson

s/ _Thomas S. Johnson A : Director March 10, 2006
Thomas S. Johnson

/s/ Raymond A. Nielsen . Director March 10, 2006
Raymond A. Nielsen '

/s/ Dr. Alvin N. Puryear Director o March 10, 2006
Dr. Alvin N. Puryear

/s/ James F. Reeve Director ' March 10, 2006
James F. Reeve

/s/  George H. Rowsom . Director March 10, 2006
George H. Rowsom

/s/  Dr. Kurt R. Schmeller | Director March 10, 2006
Dr. Kurt R. Schmeller

/s/  A. Robert Towbin Director March 10, 2006
A. Robert Towbin
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EXHIBIT 31.1

Certification of the Chief Executive Officer-Pursuant to
Securities Exchange Act Rules 13a-14 and 15d-14
As Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, John Adam Kanas, certify that:
1. I have reviewed this Annual Report on Form 10-K of North Fork Bancorporation; Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

. 3. Based on my knowledge, the financial statements, and other financial information included in this report,
falrly present in all material respects the financial condition, results of operations and cash flows of the reglstrant as
of, and for, the periods presented in this report; ’

4.. The registrant’s other certifying officer and 1 are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15(d)-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls-and procedures
to be designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, partlcularly during the period in
which this report is being prepared; : . :

b) Designed such internal control over financial reporting; or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles; ,

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls: and procedures, as of the end of the
period covered by this report based on such evaluation; and :

@) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most re¢ent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the reglstrant s internal
control over financial reporting; and » - ‘

. 5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and ‘the:audit committee of the reglstrant $ board of
directors (or persons performing the equivalent functions): ' :

a). All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the reg1strant s ability to record, process,
summarize and report financial information; and : C

.b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

/s/  John Adam Kanas

John Adam Kanas
President and Chief Executive Officer

Date: March 10, 2006




EXHIBIT 31.2

Certification of the Chief Financial Officer Pursuant to
Securities Exchange Act Rules 13a-14 and 15d-14
As Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Daniel M. Healy, certify that:
1. T have reviewed this Annual Report on Form 10-K of North Fork Bancorporation, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a'material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;’

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the reglstrant as
of, and for, the periods presented in this report; <

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15(d)-15(f)) for the registrant and have: .

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures

- to be designed under our supervision, to ensure that material information relating to the registrant, including its

consolidated subsidiaries, is made known to us by others within those entities, particularly dunng the period in
which this report is being prepared; :

b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance.regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that

-occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an

annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and :

5. Theregistrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the ‘audit committee of the reglstrant s board of
directors (or persons performing the equivalent functlons) :

a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the. registrant’s. ability to record, process,
summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial réporting.

- /s/  Daniel M. Healy

Daniel M. Healy
Executive Vice President and Chief Financial Officer

Date: March 10, 2006




EXHIBIT 32.1

Certification
Pursuant To 18 U.S.C. Section 1350,
As Adopted Pursuant To
Section 906 Of The Sarbanes-Oxley Act of- 2002

In connection with the Annual Report of North Fork Bancorporation, Inc. (the “Company””) on Form 10-K for
the year ended December 31, 2005 as filed with the Securities and Exchange Commission on the date hereof (the
“Report™), I, John Adam Kanas, as Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. § 1350,
as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange
Act of 1934; and ‘

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

/s/ John Adam Kanas

John Adam Kanas
President and Chief Executive Officer

March 10, 2006




EXHIBIT 32.2

Certification
Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant To
Section 906 Of The Sarbanes-Oxley Act of 2002

In connection with the Annual Report of North Fork Bancorporation, Iné. (the*“Company”) on Form 10-K for
the year ended December 31, 2005 as filed with the Securities and Exchange Commission on the date hereof (the
“Report™), I, Daniel M. Healy, as Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as
adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

(1) The Report fully complies with the requirements of section 13(a)or 15(d) of the Securities Exchange
Act of 1934; and .

" (2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

/s/ Daniel M. Healy

-Daniel M. Healy:
Executive Vice President and Chief Financial Officer

March 10, 2006




